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i Saudis deny 
' making big 
f profits from 
i Gulf crisis 

Saudi Arabia has denied that 
extra oil revenues earned since 
l t tiie start of the Gulf crisis are 

> windfall profits, despite a 50 

; per cent leap in its oil exports 
5 since the Iraqi invasion of 

> Kuwait on August 2. Rage 4 

Lebanon leaders quit 

■ The entire cabinet of Lebanese 
prime minister Salim Hoss 
• resigned, clearing the way for 
the formation of a new govern- 
ment to include the country’s 
i rival militia leaders. Page 4 

Israeli concern 

Israeli officials acknowledged 
deep concern about an emerg- 
ing Corruption warn rial guf. 
rounding senior air force offi- 
T cers involved in arms 
procurement Page 18 

Protesters on trial 

Albania’s ruling Party of 
Labour placed 157 people on 
trial following last week’s vio- 
lent anti-government protests - 
by workers demanding an end 
to Comm unis t rule. Page 2 

Help for Nadir 

Turkey said it supported 
efforts by Turkish hanira to 
raise £2m ($3 Jm) needed to 
secure the release on ball of 
Afrfl Nadir, the chairman of 
Polly Peck International, who 
faces 14 charges of theft in 
London. Page 7 

Tokyo overture 

Japan is ready to deepen ties 
with the Soviet Union and offer 
substantial aid if the two can 
resolve a long-standing row 
over who owns four islands, 
Takakazn Kuriyama, Japan’s 
vice-foreign minister, said. 

Cholera kills 104 

Cholera has killed 104 people 
In Zambia since it broke out 
in the north two months ago. 
An outbreak in the capital. 
Lusaka, killed about 200 people 
early this year. 

Ochoa s u rre nde rs = 

Colombian drug baron Fabio 
Ochoa, one of the country’s 
most-hunted fugitives, gave 
himself up amid predictions 
that fellow-bosses of his Medel- 
lin cocaine cartel may soon - 
follow. Page G 

Raising a stinK 

French fishermen dumped 20 
tonnes of herring and sardines 
in front of the European Com- 
munity offices in Brussels in 
protest at EC plans to reduce 
catch quotas and not sizes. 

SA bombing arrest 

Police detained a South Afri- 
can foreign affairs official in 
connection with a bomb which 
blasted the Pretoria home of 
the US ambassador in October. 

Malaysian success 

Police smashed four drug syn- 
dicates in the Malaysian state 
of Penang this month, making 
39 arrests and seizing a large 
haul of heroin and cannahis. 

Indian revenge 

Angry passengers beat 10 ban- 
dits armed with homemade 
bombs to death after they 
attempted to hold up their 
train at remote Labha, about 
900km east of New Delhi. 

New refugee chief 

Mrs Sadako Ogata, a 63-year- 
old Japanese professor of for- 
eign relations with experience 
in the UN Children's Fund, 
is set to be the next UN High 
Commissioner for Refugees. 
Page 4 

Coup plotters JaBed 

A Philippine military court - 
gave its strongest warning yet 
to army rebels plotting to over- 
throw President Corazon 
Aquino, sentencing 81 officers 
and men to jail terms of up 
to .32 years. Page 4 

Unfair fiddle 

A car thief netted two violins 
said to be worth about Rim 
($400,000) when he stole a car 
parked in a street in Durban, 
South Africa. One of the vio- 
lins dates from 1699. 
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Belgian bank 
takes 45% 
stake in 
Parisian rival 

G£nerale de Basque, Belgium’s 
biggest bank, is to pay 
FFr950m ($187m) for a 45 per 
cent stake in Basque Pari- 
sienne de Credit, a subsi d i a ry 
of Compagnie de Suez, in Hs 
first major cross-border bank- 
ing deal Page 13 

Markets: Nikkei closed closed 
452.76 higher at 24*876.78. In 
Frankfurt the DAX index 1.4 
per cent lower at L 457.24. 

D-Mark ~ 

agtfnst the Doflar (DM per $) 
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Warning follows emergency powers plea from military chiefs and Orthodox Church 

Gorbachev threatens direct rule 


D 8S23A 


Wall Street the Dow Jones 
Industrial Average was down 
3.46 at 2J323.27 at mid-session. 
Stock Markets. Back page. Sec- 
tion H 

MANNESMANN, German engi- 
neering group, has sold a 
majority state in the barely 
profitable computer business 
of its Kienzie subsidiary to Dig- 
ital Equipment Corporation 
of the US the world’s third 
largest computer business. 

Page 19 

VENEZUELA'S national oil 
company, PDVSA, plans to 
invest $2bn for expansion and 
improvements at two oil refi- 
neries it owns in the US, 
according to an executive at 
the Venezuelan company. Page 
3 

CAMPEAU Corporation, Cana- 
dian real estate and retailing 
group, saw prospects darken 
with a 25 per cent increase in 
its losses so far this year. 

Page 19 • 

BRAZIL'S government has 
declared war on the country’s 
powerful motor industry, 
denouncing the two biggest 
producers, Ford and Volkswa- 
gen, for what the Finance Min- 
ister described as “abusive 
price increases" undermining 
the battle against inflation.- 
Page 21 

ITALIAN trade minister Ren- 
ato Ruggiero said EC had not 
given enough priority to trade 
issues and should now boost 
efforts to reach a consensus 
on farm subsidies to present 
in the deadlocked Uruguay 
Round talks. Page 3 

NCR, Ohio computer company 
which is the target of a $6.1bn 
hostile takeover bid from 
American Telephone and Tele- 
graph (AT&T), has ruled out 
the prospect of a white knight 
stepping info the battle. 

Page 21 

ANA, All Nippon Airways, 
became the second airline to 
acquire the new Boeing 777 
twin engine wide body aircraft 
at the same time as placing 
the single biggest order to date , 
by a Japanese airline for a 1 
European Airbus consortium 
aircraft- Page 18 

SMITH Coroiia Corporation 
advanced another step in its 
decade-long campaign against 
alleged dumping by Japanese 
companies erf typewriters and 
word processors in the IIS mar- 
ket Page 3 

BUNDESBANK’S December 
report says foreign investors 
have returned to the German 
government bond markets in 
recent months. Page 22 

PRIMEB1CA, US financial ser- 
vices conglomerate, emerged 
as the buyer of Landmark 
Financial Services. MNC 
Financial's consumer finance 
subsidiary, in a deal worth 
SSTQm. The money raised will 
allow MNC to reduce indebted- 
ness by around $374m. 

Page 21 


By Quentin Peel in Moscow 

PRESIDENT Mikhail 
Gorbachev yesterday promised 
to impose direct presidential 
rule on conflict zones in the 
Soviet Union if national secu- 
rity or people’s lives were at 
stake. 

His warning came after an 
open appeal to him by more 
than so lading Soviet citizens, 
including most of the military 
high command and the Patri- 
arch of the Russian Orthodox 
Church, to use his emergency 
powers in areas of “major con- 
flict". 

Mr Gorbachev said that if he 
had to impose direct role “the 
president in this case will have 
to take full responsibility upon 
hhwneif, when all my attempts 
to come to agreement and act 
jointly fall to bring about con- 
sent”. 

His speech coincided with an 
admission by Mr Nikolai Ryzh- 
kov, the prime minister, that 
perestr oi ka as It was conceived 
had failed. 

Both men were speaking at 
the fourth Congress of People's 
Deputies, summoned to seek 
solutions to the economic 
recession, the confrontation 
between central government 
and the republics, and the col- 
lapse of law and order. 

Mr Gorbachev stopped short 
of identifying where he might 
impose emergency rule, 
instead urging both sides in 
every national conflict in the 
country to negotiate solutions 
to their own problems. 

But he singled out as areas 
of grave concern the conflict 
between Armenia and Azerbai- 




Nikolai Ryzhkov, left, and Boris Yelstin in the Kremlin yesterday 


jan over Nagorno-Karabakh, 
the ethnic disputes in Georgia 
and Moldavia, and the general 
situation in the Baltic repub- 
lics. 

Mr Gorbachev rejected accu- 
sations by Mr Boris Yeltsin, 
leader of the Russian republic 
and his arch political rival, 
about a new era of Kremlin 
dictatorship. 

Mr Yeltsin accused Mr Gorb- 
achev of accumulating more 
legal powers than any Soviet 
leader since the Revolution, 


including both Stalin and 
Brezhnev, the two Communist 
leaders whom Mr Gorbachev 
has most bitterly denounced. 

“The time of commands from 
the Kremlin is past," he said. 
“The republics are not afraid of 
shots from the Kremlin. No 
decree will be carried out if the 
interests of the republics are 
sacrificed.” 

Mr Gorbachev said there was 
no such thing as the dictator- 
ship of the Kre mlin any more: 
the Kremlin belonged to every- 


one. “All political speculation 
on this score is populism with 
rotten roots,” he said in a 
phrase directed at his 
extremely popular rival 

The background to the strug- 
gle for power in the country is 
the dire economic situation 
which Mr Ryzhkov revealed in 
what could be his last parlia- 
mentary report. His govern- 
ment is expected to be removed 
in a constitutional reshuffle 
later at the congress. 

Mr Ryzhkov said he himself 


was to blame for an economic 
crisis, in which money supply 
has increased by Rbs22bn- 
Rbs23bn this year, against the 
planned RbslObn, and gross 
national product is expected to 
drop by 3 per cent 

He called for drastic presi- 
dential action to ban all repub- 
lican laws and decrees which 
contradict the Soviet constitu- 
tion and to impose a morato- 
rium on strike action in an 
effort to prevent the continu- 
ing collapse of the Soviet econ- 
omy. And he urged a ban on 
factory closures for environ- 
mental reasons, and the out- 
lawing of all attempts to set up 
internal customs barriers. 

He said unfinished construc- 
tion projects now totalled 
Rbs2Sbn. and foreign debt ser- 
vicing would cost Rbs9bn in 
“currency roubles” - about 
$17.4 bn in the coming year. 

“Foreign investors arc refus- 
ing to give us credit on a com- 
mercial basis," he declared. 
“The main reason for this is 
not our foreign indebtedness, 
but in our state and political 
instability. Our exports 
decreased by 12 per cent, and 
our needs for foreign currency 
will grow." The government 
would have to buy 30ra tonnes 
of grain on the international 
market next year, in spite of a 
record harvest. Just to main- 
tain the food consumption of 
Moscow and Leningrad, it 
would have to buy 1.5m tonnes 
of meat, and 12m tonnes of 
milk and dairy products. 
Republican tail attempts to 
wag Moscow dog. Page 2 


Germans face higher rates despite US cut 


By Michael Prowae in Washington and Andrew Fisher in Frankfurt 


INTEREST RATES in the main 
industrial countries were yes- 
terday poised to diverge in the 
wake of a cut In the US dis- 
count rate on Tuesday, after 
the Bundesbank warned that it 
might have to lift German 
rates. 

Britain's monetary' authori- 
ties made clear that there 
would be no cut while the 
pound was weak. This was in 
spite of Increasingly clear signs 
that Britain is in a deepening 
recession. 

In Tokyo, Mr Yasushi Mieno, 
the governor of the Bank of 
Japan, also dashed hopes of an 
early cut in Japanese interest 
rates. 

The US Federal Reserve, 
which cut the discount rate a 
half point to 6*A per cent, yes- 
terday signalled a further eas- 
ing of short-term interest rates. 
In the money markets, the US 


central bank engineered a 
quarter-point reduction in the 
Federal funds rate to 7 per 
cent. 

A further cut to 6% per cent 
is expected in coming weeks 
because cuts in the discount 
rate are normally followed by a 
proportionate decline in the 
Fed funds rate. 

However,, the Bundesbank 
makes clear in its latest 
monthly report, released today, 
that it would put up rates fur- 
ther if the government's 
indebtedness rose too for as a 
result of the need to finance 
the rising costs of unity. 

Germany's independent cen- 
tral bank said it would have to 
watch closely to see that the 
issue of new public sector debt 
did not go beyond a size that 
seemed “in accord with a con- 
trolled expansion of credit and 
the money supply”. 


It added: “In a borderline 
case, the central bank’s inter- 
est rate policy would be called 
on to guard against a possible 
endangering of monetary sta- 
bility? 1 Any decisions would 
take into account the dampen- . 
ing effect that higher interest 
rates would have on the 
domestic economy and their 
impact on the D-Mark’s exter- 
nal value. 

Equity markets took some 
cheer from the Fed’s move. 
The FT-SE 100 index closed up 
165 at 2,178.7, its highest clos- 
ing level since December 10, 
while in Tokyo the Nikkei 
index closed up 452.76 at 
24,876.78. However, Wall Street 
relinquished earlier gains as 
renewed anxieties about the 
Gulf crisis took hold. The Dow 
Jones Industrial Average was 
down 3.46 at 2,62357 in after- 
noon trading. 


The dollar traded in a nar- 
row range in London but ster- 
ling lost 1% pfennig against 
the D-Mark as international 
investors switched Into the 
German currency following the 
discount rate cut At its Lon- 
don close of. DM2.8550, the 


prime rates, which have 
remained at 10 per cent since 
January. The prime rate sets a 
benchmark for a wide range of 
variable rate corporate and 
consumer loans. 

The Fed’s decision to act 
more aggressively on Interest 


pound was 9% pfg below its - rafes also reflects concern that 


DM2.95 central rate In the 
exchange rate mechanism and 
only around 4 pfg above its 
effective lower limit 

The discount rate cut. the 
first in four years, was a strong 
indication that the Fed wants 
the cost of credit to fall 
throughout the economy. It is 
now more worried about reces- 
sion than inflation, which is 
moderating rapidly. 

A few regional banks have 
cut their prime lending rates in 
recent days. But the big mon- 
ey-centre banks seem unwill- 
ing quickly to reduce their 


an incipient "credit crunch" 
will prevent sound companies 
gaining access to funds. It fol- 
lows calls from Mr Nicholas 
Brady, US Treasury secretary, 
for cuts in the cost of loans 
and increased lending by 
bar ite. 

The Fed's move is also a 
response to a slowdown in the 
growth of monetary aggregates 
in recent months and follows 
numerous weak economic indi- 
cators that point to a fairly 
severe recession. 

Interest rate outlook, Page 6; 
Markets, Section 11 


Solvay and 
ICI fined 
Ecu47m 
over soda 
ash cartel 


By Lucy Kellaway 

in Brussels 

ICI of the UK and Solvay of 
Belgium, were yesterday fined 
a total of Ecu47m ($64 .4ml for 
cartel activities iu the Euro- 
pean market in soda ash. 

The anti-trust fines, the 
largest ever imposed by the 
European Commission, were 
announced after the compa- 
nies were found guilty of a 
“serious breach” of competi- 
tion roles in the soda ash mar- 
ket, which is worth Ecu 1 bn 
annually. 

ICI was fined Ecu 17m and 
Solvay EcuSOm. Chemiscbe 
Fabrik Kalk, a German com- 
pany, was also found guilty 
and fined Eculm. 

The Commission said the 
three companies had been run- 
ning one of the longest-stand- 
ing cartels in the European 
Community and had divided 
the market so that they were 
not in competition with each 
other. The Commission said 
special rebates offered by ICI 
and Solvay to lock in custom- 
ers also abused their strong 
market positions. 

ICI and Solvay said they 
would contest the decision in 
the European courts. ICI said 
it was shocked by the news 
and denied that its business 
had infringed EC competition 
rules. 

ICI said: “Not only has [the 
Commission] no direct evi- 
dence of any express agree- 
ment between Solvay and ICI 
to continue to operate a cartel, 
but [it has] ignored the docu- 
mented evidence in ICI’s 
fovour which makes clear that 
ICI has operated quite inde- 
pendently of Solvay." Solvay 
added that the level of the flue 
was “utterly unreasonable". 

The Commission said Sol- 
vay, which developed the pro- 
cess for making soda ash in 
1S65, had been operating non- 
competition agreements since 
the end of the Second World 
War. Brussels expects the 
breaking of thnartet to -have 
an important impact on prices, 
noting that the UK price of 
soda ash is some 20 per cent 
higher than on the Continent 

Any fall in prices would 
have an effect on glass mak- 
ers, for whom soda ash 
accounts for some 60 per cent 
of raw material costs. 

The Commission said the 
level of the fine reflected the 
seriousness or the infringe- 
ment «nd its determination to 
make sure competition pre- 
vails in the single market 

Brussels has also refused to 
Continued on Page IS 


Australian appointed to head 
British defence procurement 


By David White, Defence Correspondent, in London 


DR MALCOLM McTNTOSH, a 
former head of Australia’s 
defence acquisition pro- 
gramme, is to succeed Sir Peter 
Levene as the British Ministry 
of Defence’s chief of procure- 
ment it was announced yester- 
day. 

Sir Peter, who has reformed 
UK defence procurement and 
encouraged wider competition, 
is to join the US mergers and 
acquisitions company Wasser- 
etein Perella in the new year as 
deputy chairman of its UK 
company. 

The appointment, announced 
by the prime minister’s office 
in London, has raised concern 
among some UK defence manu- 
facturers that they may face 
tougher competition for UK 
orders because of Dr McIn- 
tosh's well-establish ed co ntacts 
in the US arms industry. 

Dr McIntosh, 45, now secre- 
tary of Australia's Department 
of Industry. Technology and 
Commerce, has been appointed 
initially for three years. He 
will head the Procurement 
Executive, responsible for buy- 
ing equipment for all three UK 
armed services. A research sci- 


entist by training, he was at 
the Australian Department of 
Defence from 1962 until July 
this year. 

“I have explained to all my 
European and American col- 
leagues that we carry our open 
procurement competition pol- 
icy even to the appointment of 
senior posts," Sir Peter said 
yesterday. 

Sir Peter's appointment to 
the ministry post in 1985 
caused a stir, not least because 
of the salary attached to the 
job - £95,000 ($183,000) at the 
time, which made him the 
highest-paid dvfl servant It is 
understood that Dr McIntosh 
will receive the standard civil 
service salary for ahis rank 
- about £77,000. 

Sir Peter had previously 
been chairman of United Scien- 
tific Holdings, a fast-growing 
defence group which has since 
fallen on difficult times. 

Sir Peter masterminded 
moves away from “cost phis” 
contracts, which guaranteed 
contractors a profit margin, 
towards firm-price deals tied to 
incentives and penalties. He 
also encouraged wider competi- 


tion both nationally and inter- 
nationally. 

In the politically sensitive 
contest for the British army’s 
new tank, he backed the pur- 
chase of the US M1A2 Abrams 
against Vickers' Challenger 2. 
The government’s long-awaited 
decision between the two has 
been postponed to the spring. 

Sir Peter, who is 49, will be a 
managing director of Wasser- 
stein Perella and a share- 
holder. He Is due to move from 
the ministry In March but to 
comply with the customary 
transition period for top civil 
servants he will not take up 
his new job until mid-June. 

By taking Sir Peter on, Was- 
serstein Perella has si gnalled 
its determination to build up 
business in Europe. 

It has become a leading merg- 
ers and acquisitions “bou- 
tique” since it was set up in 
1988 by two former employees 
of First Boston Corp. Mr Bruce 
Wasserstein and Mr Joseph 
perella. It has about 125 execu- 
tives in the US, London, Tokyo 
and Paris. Nomura Securities 
of Japan holds a 20 per cent 
stake. 
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INCREASE YOUR PROFITS IN 
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By cutting your business overheads 
you could take money ouc of someone 
ebe's pocket and put it right back into 
yours. Mid Wales gives you the chance 
to do exactly that and improve your 
environment into the bargain. 

High specification brand-new 


manufacturing units, cost from just 
£2.50 per square foot rental in mid 
Wales. 

For details about the rural Wales 
solution to high overheads, send us 
the FREEPOST coupon or phone us 
FREE on 0800 269300 now! 
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and wealth Salmas must scale 

President Carlos Sali- 
nas de Gortari of 
Mexico has scarcely 
put a foot wrong but 
he is concerned 
because Mexican 
presidents have 
tended to start off well 
and end up badly. 
Page 16 
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EUROPEAN NEWS 


EC to look again 
at harmonisation 
of corporate tax 

By David Buchan In Brussels 

MR ONNO RUDING, the 
former Dutch finance minis ter, 
will head a committee on the 
long-stalled issue of whether to 
try to harmonise EC corporate 
tax systems, the Commission 
announced yesterday. 

Mrs Christlane Scrivener, 
the tax commissioner, said yes- 
terday she had ashed the com- 
mittee to report within a year 
on the degree to which tax dif- 
ferences really distorted com- 
petition and investment loca- 
tion within the EC, on whether 
Community action was the 
proper remedy, and, if It was, 
whether Brussels should focus 
most on the tax base or rates. 

For the past couple of years 
the Commission has given far 
higher priority to trying to 
bring indirect (value added and 
excise) tax rates together. This 
is partly because it realised 
that the recent downward drift 
of corporate tax rates in many 
EC states had rendered Brus- 
sels' earlier harmonisation pro- 
posals out of date, and because 
such proposals were worthless 
without agreement on a com- 
mon corporate tax base. The 
share of governments’ total tax 
take that comes from business 
ranged (in 1988) from 17.3 per 
cent in Luxembourg to 3.8 per 
cent in Ireland. 

Mr Ruding promised his 
committee’s approach would 
be pragmatic, and it would 

Ministers push ahead in 
talks on free trade area 



Onno Ruding: promises 
pragmatic approach 


observe “subsidiarity" in only 
proposing action at the EC 
level if it could not be better 
carried out by member states. 
The outcome, he said, would 
depend on other committee 
members who are Mr Jean- 
Louis, president of French 
clothing and shoe group 
Andre, Mr Lorenzo Gascon, a 
Spanish economist, Mr Carlo 
Gatto, Fiat director. Mr Wil- 
liam Robinson, director of the 
UK Institute for Fiscal Studies, 
Mr Albert Radler, a German 
tax academic, and Mr Frans 
Vanistendael, a Belgian tax 
academic. 


MINISTERS from 19 European 
countries yesterday pledged to 
finish negotiating the Euro- 
pean Economic Area (EEA) by 
mid-1991, so that common 
rules on free movement of cap- 
ital, labour, goods and services 
would be in place by the start 
of 1993, writes David Buchan. 

The 12 EC states and the six 
members of the European Free 
Trade Association (Bfta), 
together with its associate 
Lichtenstein, said they had 
Identified some 1,400 EC laws 
as the legislative core of the 
planned EEA. 

They noted that Efta had 
agreed to set up similar anti- 
trust and competition rules to 


{h op** of the Community, 
to rely on safeguard mecha- 
nisms, rather than permanent 
exceptions, to protect sensitive 
sectors, such as finnneg and 
forestry, in Efta countries. 

But the EC-Efta statement 
warned that many problems 
still awaited resolution. These 
included the difficulty of 
reconciling Efta health and 
safety standards - often 
higher than, in the EC - with 
the requirement that goods be 
allowed to circulate freely in 
the 19-nation EEA. 

Other unresolved questions 
include how much access EC 
fleets would have to Efta fish- 
ing grounds. 


Norway increases value 
of exports by 6 per cent 


by Karen Fossil in Oslo 

NORWAY'S exports of 
traditional goods rose by 6 per 
cent in value this year to 
NKrll3.3bn (Sl9.5bn), accord- 
ing to preliminary estimates by 
the Norwegian Export Council. 

The Council says this is the 
fourth year running that Nor- 
way has increased exports of 
traditional goods. 

Taking into account oil and 
gas, exports this year will hit 
NKx202.3bn. Oil and gas 
accounted for export earnings 
of NKrifflbn in 1990. Salmon 
exports, a traditional source of 


export earnings, increased 40 
per cent to NKr4.4bn. 

The Council forecast growth 
of 7-3 per cent in the value of 
exports for next year. 

Export volume in 1990 
increased by 11 per cent, but 
prices for raw materials 
dpr_Hneri significantly. 

About 57 per cent of Norwe- 
gian exports go to countries 
within tiie European Commu- 
nity. If and when Sweden and 
Austria become EC members, 
the figure will rise to about 73 
percent 
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Republican tail attempts to wag the Moscow dog 


By Quentin Peel in Moscow 

THE HIDEOUS glass and 
concrete Palace of Congresses 
which Mr Nikita Khrushchev 
dared to build within the walls 
of the Kremlin provides an 
extraordinary theatre for the 
great drama of collapsing 
Soviet power. 

President Mikhail Gorba- 
chev, Mr Boris Yeltsin, and the 
other key actors caught up in 
the maelstrom of Soviet poli- 
tics, play out their lines on the 
stage, dwarfed by a gigantic 
metallic portrait of Lenin glow- 
ering over the disintegration of 
the Systran he set up. 

The fourth Congress of 
People's Deputies, the supreme 
constitutional power In the 
union, was hilled as a make-or- 
break time for Mr Gorbachev 
and the perestroika process. 

The Soviet leader wants 
endorsement of sweeping new 


authority for himself, to hold 
the country together. The 15 
union republics (or at least, the 
12 which still have full delega- 
tions in attendance) are bid- 
ding for drastic devolution of 
power in a new union treaty. 

Behind it t he des perate 
state of the economy, with col- 
lapsing production, soaring 
inflation, chronic bottlenecks 
In food supplies, and a ram- 
pant black market, colours 
every bitter and pessimistic 
speech. 

Three days into a forecast 
10-day session, two dear ele- 
ments emerge. The first is tin »* 
Mr Gorbachev still d nrm ‘ Tia + tMS 
the stage. He is the central fig- 
ure in the drama, the mm they 
have all come to bear. They no 
longer love him as they did. 
But they do still respect him. 
And above all, they need him. 


Western consulting firms are setting up a centre to advise 
Sovie t enterprises qjel privatisation and entrepreneurship, 
fittingly within the walls of the Institute for Economic 
Problems of Socialist Countries, writes Leyla Boulton. The 
five founders indude Arthur Andersen & Co, ConsuHAmer- 
tea, and m the Soviet side, Moscow City Council, the League 
of Scientific and Industrial Associations, and the Soviet 
parliament's economic reform commission. 


for they have no alternative. 

He has made two lacklustre 
speeches, almost devoid of new 
ideas, failin g back an the ulti- 
mate defence of a bankrupt 
politician: a national referen- 
dum and a willingness to seek 
reinforcement of Us powers. 

A minority have bitterly 
attacked him, although most 
have been more oblique. Yet 
the great majority have 
received his words in sorry 
silence, willing him to fted the 
magic formula to save the sys- 


tem. For there is every reason 
to doubt that he can put even 
reinforced new central powers 
into effect. 

The other obvious conclu- 
sion from the drama is that the 
battle is no longer a great ideo- 
logical divide between reform- 
ers and conservatives, bet w ee n 
ardent democrats and 
marketeers, on the one hand. 
anil wpfl tel gfe Communist cen- 
tral planners on the other. It is 
between the centre and the 
revival republics. 


Both conservatives and 
reformers of a certain school 
have pleaded for poryodak, for 
central order to replace the 
confusion. The former want 
ozder to reinstate the old state 
planning and distribution 
chains, which have collapsed 
in the first stage of economic 
reform- The latter want order 
to enforce reform, over the 
die-hard resistance of the Com- 
munist party and bureaucrats. 

Yet the opposite camp also 
unites both reformers and con- 
servatives; the common front 
by the republics, a confident 
challenge from the provinces 
to the all-pervasive, historic 
might of Moscow. 

It is not just Mr Boris Yelt- 
sin, the towering and appar- 
ently radical Russian presi- 
dent, laying down his 
insistence on Russian sover- 


eignty with ail the confidence V 
of the popular support he 
knows he has- 

Exactly the same theme has 
come from the other republics: 
from Mr Vitold Fokin, the 
Ukrainian prime minister, 
from Mr Nursultan Nazar- 
bayev, the rising star from cen- 
tral Asia who leads Kazakh- 
stan, and from his neighbours 
in Uzbekistan and Turkmenia. 

Their common line is that if 4. 
there is going to be a new - 
union, then they will tell 
Moscow exactly what it win 
look like. They do not want to 
get rid of Mr Gorbachev. They 
also want a union treaty 
/ unlike their colleagues from 
the Baltics, and Georgia.)- But 
they are apparently united in 
intending to dictate that the 
new union will have a weak- 
ened. not a strengthened Tsar. - 


Albanian 
protesters to 
go on trial 

By Judy Dempsey, East 
Europe Correspondent 

ALBANIA’S ruling Party of 
Labour yesterday placed 157 
people on trial following last 
week’s anti-go vemment dem- 
onstrations. 

At the same time, the presid- 
ium of the rubber stamp parlia- 
ment adopted a decree permit- 
ting the establishment of 
political parties. 

The decree will allow parties 
to be established provided they 
are not “fascist, racist, or anti- 
national”. U nlike the parties 
which emerged after the 
demise of the Communists 
elsewhere in eastern Europe 
last year, the Albanian parties 
cannot be funded from abroad. 

The “hard-soft” approach 
being taken by the APL indi- 
cates its determination to 

maintain control w hile giving 

some ground to calls for 
change from students and 
intellectuals. On the other 
hand, workers appear to be tar- 
geted as scapegoats for the 
instability in the country. 

Those put on trial Included 
workers from Tflhasan the cen- 
tre of the steel industry, and 
from the Adriatic city of 
Durres. Last week, thousands 
of workers took to the streets 
demanding an end to Commu- 
nist rule despite promises by 
President Ramiz Alia, bead of 
the APL, that free and 
multi-party elections would 
take place next February. 

Yesterday the Democratic 
Party, founded last week by 
prominent academics with 
close links to the Communist 
establishment, requested a 
postponement of the elections. 

“It will be impossible to par- 
ticipate in parliamentary elec- 
tions on an equal basis with 
the Communist party unless 
the date of the election 
planned for February 10 is 
postponed,” it said. 

The aims of the Democratic 
Party remain unclear. 
Although it called yesterday 
for an amnesty for all political 
prisoners, it has not come out 
in defence of those arrested 
and put on triaL 

Some western diplomats 
believe the Democratic Party 
may be susceptible to manipu- 
lation by the APL because 
many of its members are close 
to the Communists. 


German stores find it a season of joy 

Katharine Campbell reports on the unity bonus for retailers 



F OR THE west German 
retailing trade, the fes- 
tive season came early. 
1 While most stores have 
plunged into a particularly 
hectic Christmas period, the 
real occasion for celebration 
came a good deal sooner. As 
tho eastern border rolled fawk 
to reveal a market of 16m new 
customers, with gleaming 
D-Marks and 40 years of depri- 
vation to repair, western con- 
cerns rushed in. 

Initially operating from tents 
or converted aircraft hangars, 
the most successful are selling 
six times what they would 
from comparable space in the 
west. And with only token 
rents to pay, profits have been 
healthy. 

In the old east Germany, 
retailing was viewed simply as 
the last step in the production 
cycle. Luxury goods were offi- 
cially defined, and included 
such items as liver sausage. 

The simplest things were 
unavailable. When the shops 
opened with western wares fol- 
lowing currency union, old 
ladies walked the streets eat- 
ing bananas from paper 
bags .Many locations have been 
transformed into a riot of col- 
our. The restrictive opening 
hours that apply in west Ger- 
many are being blithely 
ignored. 

On the other hand, premises 
are cramped and distribution 
systems rudimentary, and mas- 
sive Investments will be 
required to meet rising expec- 
tations. The average grocery 
store has a floor area of only 56 
sq metres, compared with 236 
sq metres In the west Just to 
doable this grocery area across 
the eastern states will cost 
around DMIOObn (£34bn), 
according to estimates by MiL 
Warburg, the Hamburg private 
bankers. 

Because of this, the visible 
impact of the new spending 
power has been confined to the 
west German retailers and the 
joint ventures across the bor- 
der. The west German retailing 
association forecasts a record 
year with sales of DM700bn, an 
increase of DM70bn, of which 
some DM28bn comes from 
“shopping tourists", particu- 
larly in Berlin and along the 
old border. 

Turnover in east Germany in 
October was actually down 46 
per cent compared with a year 


a gn accor ding to Bundesbank 
figures. Space constraints 
mean a vastly reduced selec- 
tion, some shelves are still 
s ta cked with unsaleable east- 
ern products, and a number of 
east Germans have got wise to 
the fact they may be being 
charged a premium. 

None the less, retailers have 
been fakpn aback by the mania 
for western goods. “If they 
want an egg, it has to be a 
western egg,” sighs one, with 
only minor poetic licence. Very 
few eastern brands sell, and 
many suppliers lucking a west- 
ern partner are dose to col- 
lapse. 

In their new “Texas”, as one 
prominent western retailer 
calls It, the west German con- 
cerns are aiming at a market 
share at least commensurate 
with their position In west Ger- 
many over a period of three or 
four years. Initially, it will be 
the discounters (of food and 
do-it-yourself items) who profit 
most from the necessarily 
price-conscious easterners. 
East Germans may put away 
twice the quantity of spirits as 
west Germans and eat nearly 
twice as much fat (and their 
western cousins already con- 
sume a lot) but buying habits 
in east Germany will largely be 
distinguished by price sensitiv- 
ity. 


The western retailers have 
not been insulated from the 
vexed question of ownership 
rights. With town planning In 
chaos, it has been slightly 
easier to arrange out-of-town 
sites, unknown under commu- 
nism, but managers still com- 
plain constantly about the lack 
of district officials willing to 
take decisions. 

The Massa discount chain, 
concentrating on out-of-town 
locations, has managed to 
build up one of the most exten- 
sive presences, with some 35 
locations by the end of the 
year. By December 1991 it 
hopes to have doubled its 1989 
turnover. 

Many of the sites are tempo- 
rary. The north-east German 
retails' AVA has been convert- 
ing former military premises - 
which takes just a matter of 
weeks. The big Investments to 
create permanent sites will 
come later. 

An alternative has been to 
buy into the existing network. 
Department stores, whose best 
earnings will come later as liv- 
ing standards rise, have par- 
tially gone along this route. 
Centrum, the largest east Ger- 
man chain, continues to be the 
subject of haggling between 
the three largest west German 
stores, Kaufhaf, Karstadt and 
Hertie, who wanted to settle 


the matter well before Christ- 
mas. The presence of Mr Jens 
Odewald, the Kaufhof chief 
executive, as head of the super- 
visory hoard of the Treuhand 
privatisation agency has 
fuelled acrimony between the 
players. 

Privatising the grocery chain 
Handels Organisation (HO) Is 
proving another big battle. The 
state-run HO used to command 
57 per cent of the market. After 
a period of confusion, HO has 
now fallen into the hands of 
the Treuhand, and Mr Wolf- 
gang Bernhardt, known for his 
part in turning around the 
once nearly bankrupt Co-op, is 

masterminding the re n r ganisn - 

tion in a round of bidding pur- 
portedly designed to favour 
small independent business- 
men and to discourage prop- 
erty speculators. 

One area of resounding suc- 
cess has been mail order. Hith- 
erto unknown in east Ger- ; 
many, it is proving an ideal 
way of satisfying the needs of 
what is still largely a rural 
community. 

In a few years, east Germany 
will have a superior infrastruc- 
ture. Between now and then, 
extensive investment will be 
required, but retailing is a 
good deal further advanced in 
the east than most other sec- 
tors. 


Europe makes life difficult for Father Christmas 

By Lucy Kofi away in Brussels 


FATHER CHRISTMAS was meant to 
have an easy time of it in Europe this 
year. He had been told that, for the first 
time, he would not have to check that 
train sets stuffed into a stocking in Bar- 
celona met Spanish standards, or that 
tin soldiers sent to Munich conformed 
to German safety rules. 

In feet, the wonderful single market 
in toys has proved almost as much of a 
fiction as Father Christmas himself 
Since the beginnning of this year, all 
toys were supposed to be built accord- 
ing to the new Community safety direc- 
tive. so they could be sold anywhere in 
the EC. This has not happened, and 
many manufacturers believe the bad 
old days of 12 different sets of rules 
were preferable to today's confusion 
and undercover protectionism. 

Their experience is particularly wor- 


rying as the toy sector is the first to be 
given tire single market treatment The 
new approach - under which a general 
directive setting minimum safety levels 
is agreed by all countries and backed 
up by European standards - is now 
starting to be applied to other areas. 

As for as the toy manufacturers are 
concerned the present system is a 
shambles. In some countries, Italy in 
particular, the directive has still not 
been implemented, so that anyone 
wanting to eelL Teenage Mutant Ninja 
Turtles to Italy must stfil make sore 
Italian rules are adhered to. 

More worrying is the way in which 
the rules have been interpreted in those 
countries where they have been imple- 
mented. The Toy Manufacturers of 
Europe, representing about half the 
European industry, singles out Franca 


It says that French officials insist on 
checking goods before they get on to 
the market, which makes it impossible 
to send even a sample into France with- 
out lengthy delays. Several different 
government departments can hold the 
goods up for test reports and technical 
files are then demanded to establish the 
goods’ credentials beyond any doubt 
The UK government has written, to the 
Commission complaining about 
France’s apparently protectionist Inter- 
pretation of the directive. 

In Germany, toy manufaentnrers 
complain that the directive has been 
transposed into law in a package with 
other laws on food and packaging, so 
that toys which meet all the agreed 
standards may still be niwg ai. 

Nor is Britain blameless. Despite hav- 
ing implemented the directive on time 


and to the letter, there are still reports 
of French imports that meet all the 
European standards being turned away 
by UK o ffici a ls claiming they are not 
safe. 

According to Mr Ian Scott of the Toy 
Manufacturers of Europe, Brussels is 
not being too helpful in sorting matters 
out. “The Commission has tended to 
say There’s your directive’, and then to 
walk away,” he complains. 

Perhaps that is understandable when 
it has every other sector to sort , out, 
and is trying to jolly the standard writ- 
ers into clearing a daunting backlog in 
preparation for 1982. However, if the 
system cannot be made to work in this 
relatively straightforward area, one 
wonders whether It is worth going to 
the trouble of agreeing ever larger 
quantities of new rules. 


Belgian labour shortages worry OECD 

By David Gardner in Brussels 


BELGIUM NEEDS to do 
considerably more to reduce its 
heavy budget deficit, despite 
strong growth and private 
investment, a hardening franc 
and low inflation, and falling 
unemployment, according to 
the Organisation for Economic 
Co-operation and Development 

The OECD also warns, In its 
latest review of the Belgian 
economy, of serious con- 
straints to growth caused by a 
looming labour shortage 
because of an ageing workforce 
and expensive and antiquated 
labour market policies. 

Belgium has halved its pub- 
lic sector deficit from 13 per 
cent in 1981 to 6.3 per cent last 
year, and halted the “snowball 
effect" whereby government 
debt mounted solely to keep 
pace with ballooning Interest 
bills. However, recent Improve- 


ments have come more from 
stronger than expected growth 
rather than well-targeted fiscal 
rigour, the OECD says. 

Growth continued to be 
strong last year at 4 per cent 
(against Ah per cent in 1988), 
with capacity utilisation at 
record levels and private capi- 
tal expenditures increasing 
more in the past two years 
than in the pr eceding decade. 
Belgians consequently enjoyed 
the biggest Increase in their 
disposable income since 1976, 
which fed into wgher savings. 

With such growth, forecast 
to slacken to 3^ per cent this 
year and 13 per cent next pri- 
marily as a result of higher oil 
prices, a pick-up in inflation, 
and a ti ghtening labour mar- 
ket, the stabilisation of the 
very high debt-to-GDP ratio at 
about 120 per cent has hap- 


pened eariter than expected. 

The OECD praises the Bel- 
gian government’s “dual- 
target” fiscal effort - designed 
to cut “real” or non-interest 
spending and nnmiimi outlays 
- as well as a series of mea- 
sures designed to enhance the 
credibility of Its stabilisation 
plan These include; 

• Linking of the Belgian franc 
to the D-mark, significantly 
narrowing interest rate differ- 
entials with Germany; 

• Abolition of the two-tier for- 
eign exchange market; 

• A still untried Taw on com- 
petitiveness” designed to safe- 
guard the improvement hi unit 
labour costs of the past decade; 

• Liberalisation of local 
money markets, including 
plans to introduce an auction 
system for treasury trills next 
year, 


• Lowering of withholding 
tax on income from financial 
assets from 25 to 10 per cent 

Yet it warns that an unsus- 
tainable proportion of budget- 
ary cuts have fallen on invest- 
ment rather than current 
spending, and that faster 
income growth and a pick-up 
in inflation (from L2 to 3.1 per 
cent) has obscured some fiscal 
back-sliding. 

Besides reductions in cur- 
rent spending it urges further 
cuts In high mar ginal income 
and corporate tax to boost rev- 
enue receipts. “The meagre- 
ness of (the tax system’s) yield 
relative to Us high statutory 
rates Is only its most obviously 
unsatisfactory trait,” it says. It 
also calls for bolder structural 
reforms to liberalise telecom- 
munications, air transport, 
retail trade and retail banking. 


But the report carefully 
underlines that Belgium's abil- 
ity to grow itself out of its pub- 
lic finance predicament will 
depend ultimately on changes 
in labour policy, to confront 
“one of the least favourable 
demographic outlooks of any 
OECD member country”. 

The OECD calls for a serious 
re-evaluation of Belgium’s gen- 
erous early-retirement provi- 
sions, measures to enhance 
labour mobility and increase 
retraining, and more incen- 
tives for women and the 
elderly to stay at work. 

ft also foresees labour mar- 
ket clouds settling more gently 
over Luxembourg's small but 
vigorous economy, joined to 
Belgium's in a monetary and 
payments union. Over 80 per 
cent of new jobs are by 
cross-border workers. 


TV head 


resigns 
in France 


FRANCE'S state sector 
television services were 
plunged into disarray yester- 
day with the sudden resigna- 
tion of Mr Philippe Guilhauine, . 
fthftfrman of the Antenne 2 and 
FR3 channels, writes George 
Graham In Paris. 

His 15 months’ tenure has 
been marked by uninterrupted 
guerrilla warfare with the gov- 
ernment and by steadily 
piminting gloom at Antenne 2, 
the main general channel in 
the state sector, and FR3, the 
regional chain. 

His resignation letter 
accuses part of the government 
of never having accepted his 
nomination, and of spreading 
“obstacles of all sorts along my 
route ” 

In the end, however. Or 
Guflhaume had also lost the 
confidence of the Cassell 
Superieur de l'Audiovistal, the 
independent broadcasting 
authority which had, to the 
government’s irritation, picked 
him for the job. 

Mr Gullhaume leaves FR3 in 
the throes of a journalists'. 
strike of more than three 
weeks, and Antenne 2 the 
cause of growing government 
panic about its losses, which ■ 
are expected to reach at least 
FFr300m (£30m) this year. Both 
stations are thoroughly demor- 
alised. 


Soviet arms offer 

The Soviet Union has pro- 
posed an immediate meeting 
with the US on a timetable for 
cutting short-range nuclear 
forces In Europe, Reuter 
reports from Moscow. 

On Tuesday, Mr Manfred 
Wdrner, Nato’s sec- 
retary-general, said he expec- 
ted the alliance to agree a man- 
date for the talks in the next 
six months and negotiations 
would start Inside a year. 


Fiat onion deal 

Flat Auto has reached a mile- 
stone agreement with its trade 
unions allowing it to introduce 
continuous three-shift working 
for six days a week in assem- 
bly and engine plants it is to 
build in southern Italy, writes 
John Wyies in Rome. The com- 
pany had threatened to put the 
plants elsewhere unless it won 
agreements which would yield 
labour costs competitive with 
the Japanese competition. 

Car-maker cleared 

Poland's biggest carmaker, 
FSO, yesterday welcomed a 
court decision clearing it of 
abasing its market position by 
overpricing. Renter reports 
from Warsaw. The court ruling 
reversed an earlier decision by 
Poland’s anti-monopoly agency 
ordering the struggling com- 
pany to revert to last May’s 
prices, cancelling steep rises in 
June. 



Chief for Eurofer 

Mr Francis Mer, chairman 
and chief executive of Uainor 
Sacilor, the French state- 
owned company which 'is 
Europe's largest steel pro- 
ducer, has been elected presi- 
dent of Eurofer, the confedera- 
tion of European steel 
producers, writes Charles 
Leadbeater, Industrial Editor. 
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WORLD TRADE NEWS 



ECGD to win more 
freedom for export 
credit re-financing 

By Peter Montagnon, World Trade Editor 
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BRITAIN'S Export Credits 
Guarantee Department is to 
win greater freedom to 
re-finance fixed-rate export 
credits in the capital mark et s 
tinder new legislation unveiled 

v yesterday. 

'■*■' The l eg i s l a tio n provides for 
privatisation of the ECGD’s 
Cardiff-based short-term com- 
mercial risk insurance busi- 
ness, bat the government Is 
taking the opportunity to 
refine the law under which its 
longer-term project insurance 
business operates. Tbs project 
business stays in Che public 


The draft law, to be dis- 
cussed by Parliament on Janu- 
ary 15, gives the government 
wide powers to -enter into 
financial transactions "In the 
interests of proper financial 
management of toe ECGD port- 
folio”? Bankers say this will 
create fresh scope for cutting 
the cost of interest-rate subsi- 
dies by re-financing older 
export credits in the bond mar- 
ket and using debt swaps to 
obtain a favourable rate. * 

Some recent deals have been 
treated in this way, but the 
legal conditions applying to 
about £5bn of older debt have 
made re-financing difficult. 
With the passage of the new 
law, this obstacle should be 
removed, but the actual vol- 
ume of Issues win depend on 
favourable market conditions. 

The law Jinn Bartends fcaanal 
authority to' ECGD to issue 
guarantees in European Cur- 
rency Units (Ecus), hitherto 
only possible by breaking 
down the Ecus and issuing sep- 
arate guarantees tor each cur- 


rency component. Pazilameni 
is most likely to tocus on the 
terms tor privatising the Car- 
diff business, estimated to have 
Insured some £isbn or British 
exports in the year to end- 
March 1990. The plan is tc 
transform Cardiff into a public 
company in April, pr ivati sing 
It almost immediately. 

A key point in the law is 
that policies in force- at the 
time of privatisation will 
remain the government’s ulti- 
mate responsibility rather than 
be transferred to title newly-pri- 
vatised company. The govern- 
ment will reinsure them with 
the new company which will 
also wiawBg B thmw- Afiber priva- 
tisation of Cardiff, the govern- 
ment will not write new poli- 
cies. Scope ead8ts tor it to keep 
some business in rfHWwiit mar- 
kets rather than transfer to the 
new company all Cardiff's 
existing liabilities. Us Nigerian 
exposure could remain with 
the government, but the newly- 
privatised company would 
administer it 

This leaves room tor negotia- 
tion with potential bidders on 
how much of the business they 
win actually buy. The sale’s 
precise scope has not been 
defined in the legislation, but 
wfll be made clearer in the 
invitation to tender, to be sent 
to a short-list of interested buy- 
ers soon after the debate. 

The. invitation will contain 
detailed ffrawirfai tnfrirmnt irm 

on the part of ECGD’s business 
to he »nid but. under the pres- 
ent schedule, MPa will not 
have access to this information 
when they debate the legisla- 
tion. 


Smith Corona boosted by 
court ruling on dumping 


By Nancy Dunne in Washington 
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SMITH CORONA Corporation 
this week advanced another 
step in its decade-long cam- 
paign against alleged dumping 
by Japanese companies of type- 
writers and word processors in 
the US market. 

The company's chairman, Mr 
' G. Lee Thompson, hailed a pre- 
liminary ruling by the . US 
International Trade Commis- 
sion (FTC) finding injury to the 
domestic industry tntiMait by 
the sale of personaZ word pnv 
cessorswt- “less -than fair mar- 
ket value." Smith Corona Con- 
tends that seven Japanese 
manufacturers are Betting their 
products at lower prices in the 
US than at home and in third- 
country markets. .- 

Smith Corona is the lone 
domestic producer of portable - 
typewriters and word proces- 
sors far the US small-user mar- 
ket The company, which man-, 
ufactnres in New York State 
and Singapore, has taken on 
the tang expensive chaflange to 
Japanese imports through a 
decade of test-changing prod- 
uct lines, highly motivated by 
the loss of TV manufacturing 
and other technology indus- 
tries to alleged Japanese dump- 
tog. 

to April 1979, Smith Corona 
filed its first anti-dumping peti- 
tion against electric typewrit- 
ers. High dumping duties, 
which have since been modi- 


fied, were imposed the next 
year, and in 1983, the Com- 
merce Department’s Interna- 
tional Trade Administration 
(IT A) expanded the order to 
Include portable electronic 
typewriters. 

Personal word processors 
were introduced in the US to 
1968-87, and Smith Coruna ulti- 
mately pursued an effort 
through several courts and reg- 
ulatory agencies to get those 
included under the order. 
Those not included - the 
so-called portable word proces- 
sors - will be covered by the 
new case ruled on last Monday. 

Mrs Pat Campbell, Smith 
Corona’s director of investor 
relations, said the company 
has responded to the dumping 
with its own price-cutting 
strategy to hold on to its more 
than 60 per cent market share 
and distributor relationships. 
But, to the fiscal year ending 
to June 1990, earnings from the 
previous year fan from 8493m 
to 8471m, and earnings per 
share dropped from 81.17 to 
8L09. 

The Japanese manufacturers 
targeted in Smith Corona's 
complaint Include: Brother 
International, which, argues 
that it is in fact a US producer; 
Sharpe; Nakajima All Com- 
pany; Kyushu Matsushita; 
Canon; Silver Seed; and Pana- 
sonic. 


Romanian phone project 

EMCOM, a joint venture com- 
pany. 

EMCOM will be 49 per cent 
owned by the public network 
system, a subsidiary of Sie- 
mens, and 51 per cent owned 
by. Electromagnetics and Rom- 
post Telecom, Romanian com- 
mercial companies. 

Siemens will open up to 
DM70m (224m) In long-term 
credits to finance Emcom’s 
production over three years. 


SIEMENS of West Germany 
yesterday Inaugurated new 
telephone switching equipment 
In Romania to Increase the 
country's paltry 300 interna- 
tional phone lines , to 3,000, 
writes Ariane Gexdllard in 
Bucharest 

This represente the first step 
in a plan' to develop over 
600,000 international phone 
lines to Romania by 1993- The 
lines will be produced by 


# Venezuelan oil company 
to expand US refineries 
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By Joseph Mann hi Caracas 

VENEZUELA’S national oil 
company, PDVSA, plans to 
invest $2bn (£lbn) tor expan- 
sion and improv e ments at two 
oil refineries tt owns in the US, 
according to an executive at 
the Venezuelan company. 

The Investments, to be made 
over the next five years, will . 
go towards meeting US envi- 
ronmental atamflarriw. The tsl- 
aeries, to Tjaubdima. and Texas, 
are owned and operated by 
Cttgo Petroleum Corp, an Okla- 
homa-based company wholly-, 
owned by IDVSA. 

Cltgo, which recently 
• absorbed the assets of another 
PDVSA subsidiary to the US, 
the Chamnlln Refining Com- 
pany, of .Texas, Is a .major 
. petroleum refining and distri- 
bution company holding about 
6 per cant of the US petrol mar- 
ket 

PDVSA owns shares to two 
other US all refineries and has 
50 per cent equity stakes in 
two European petroleum com- 
panies, Ruhr OaL to Germany, 
and Nynaa Petroleum, to Swe- 
den. The Venezuelan concern 
plans to expand its overseas 


holdings over the next few 
years. 

• PDVSA has announced 

pinna fO wypawri its OfMankST 

fleet by adding 22 vessels with 
total capacity of tin dwt Much 
of this capacity will be added 
under the company’s 1991-96 
investment programme. 

At the end of 1969, PDVSA 
had 19 ships with total capac- 
fty of 768jX)0 dwt The com- 
pany plans to refurbish some 
existing vessels and take oth- 
ers oat of service. 

PDVSA exports crude oil and 
refined petroleum products 
world-wide, with most of Its 
shipments going to the US, 
Europe, the Caribbean and 
Central America. 

• Venezuela will Import 80,000 
tonnes of powdered mfik at the 
start of 1961 to cover domestic 
shortages of the product, offi- 
cials say. It imparted agricul- 
tural products worth around 
8800m In 1980, against 8947m to 
the previous year, and hopes to 

id exports of farm prod- 
eventually to achieve a 

ve balance of payments 

the term sector. 


EC ‘needs to 
boost farm 
trade efforts’ 

THE EC has not given enough 
priority to trade issues and 
should now boost efforts to 
reach a consensus on farm 
subsidies to present In the 
deadlocked Uruguay Round 
talks next month, David Gard- 
ner reports from Brussels. 

This Is the view of Mr Sen- 
ate Ruggiero, Italian Trade 
Minister, who had the Job of 
trying to co-ordinate the EC’s 
position at the failed Round 
summit to Br ussels e a r lier this 

wmrt\ 

Mr Rngglero, addressing the 
Centre for European Policy 
Studies "think tank” in Brus- 
sels, called urgently for “a 
flexible and discreet procedure 
to establish the area of consen- 
sus” in the EC before the trade 
talks resume next month. The 
Teal first steps” the EC had 
taken from its initial position 
on farm supports were “not 
perceiv e d as such by the other 
side”. 

He pointed to three funda- 
mental paradoxes to the atti- 
tude of a Community which 
had begun as a trading bloc: 
trade problems were given low 
political priority; the EC 
lacked “a strategic vision” to 
intaHniMmiai trade; negotia- 
ting procedures were too com- 
plex for the fluidity the situa- 
tion demanded. The US, with 
its “fast-track” mandate, was 
much lighter on its feet than 
the European Commission. 


Exit destabilisation, enter 
post-apartheid dominance 


Southern Africa economies 


A S South Africa edges 
towards political 
respectability, some of 
its business leaders are beating 
the regional cooperation drum 
-with an enthusiasm threaten- 
ing to drown economic realism, 
writes Tony Hawkins. 

They are not alone to this. 
Within the Southern Africa 
Development Co-ordination 
Conference (SADCC). it has 
become fashionable to 
that post-apartheid Sooth 
Africa will become its 11th 
member with far-reaching 
benefits for all participants. 
Great scope exists for 

S al co-operation, eape- 
n energy, transport, and 
n. The South Africans 
make much of their capacity to 
help their less-prosperous 
neighbours, whose efforts to 
reduce “dependence" on Pre- 
toria, as part of the sanctions 
campaign, were notably unsuc- 
cessful. The ending of Pre- 
toria’s destabilisation activi- 
ties, and, it is hoped, ceasefire 
pacts to Angola and Mozambi- 
que, would open the door to 
much-improved regional eco- 
nomic performance. 

An obvious attraction of 
South African membership 
would be an immediate, 
though one-sided, boost to 
regional trade. Official figures 
tor 1983-86 put intra-SADCC 
trade at only 8950m (2494.7m) 
- 44 per cant of its total for- 


eign trade - while its trade 
with South Africa was valued 
at S6.5fan. of which 85 per cent 
were imports. 

These figures highlight the 
potential dangers of South 
African entry. If the plan is for 
a regional free trade area, 
favoured by many business- 
men and some politicians, then 
South Africa, with a gross 
national product of some 
8801m, would swamp the other 
10 states whose combined 
income is only $2Sbn. Far from 
welcoming closer trade links 

with Pretoria, most of the 10 
would seed to restrict imports 
from South Africa, specifically 
of manufactured goods that 
would otherwise threaten their 
own industries. 

South African manufactur- 
ers hold almost all the aces in 
regional competition - lower 
transport costs, a more effi- 
cient Infrastructure, sophisti- 
cated financial markets, 
advanced technology, a 
dynamic private sector, and a 
bigger domestic market 

Faced with such competi- 
tion, the best industrialists to 
Zimbabwe, Zambia or Bot- 
swana could hope tor would be 
a loss of cost competitiveness 
to South Africa as a post-apart- 
held administration raised 
wages and taxes in an effort to 
redistribute income. Already, a 
third of South Africa's exports 
of manufactures go to sub-Sa- 


haran Africa. South African 
industry is bound to be an 
aggressive competitor on a 
continent seen as its natural 


This lies at the heart of Pre- 
toria’s enthusiasm for closer 
regional links. But the SADCC 
states have little to offer In 
return, except primary com- 
modities - Angolan ou, Zam- 
bian copper, Malawian tea, 
Botswana soda ash and Zim- 
babwean tobacco. As political 
constraints fall away, the trad- 
ing pattern is likely to be more 
lopsided. 

A free trade area, which is 
one option, would probably 
condemn Pretoria's neighbours 
to satellite status. They would 
continue to rely on their pri- 
mary product exports supple- 
mented by some processing 
activities a nd manufac- 
tures for local consumption. 
But faced with relatively open 
competition from South Africa, 
the odds would be stacked 
against their achieving the 
breakthrough into industrialis- 
ation most are anxious tor. 

Before much longer, SADCC 
member states must respond to 
an economic threat from Pre- 
toria that could prove more 
serious than the political and 
military destabilisation of the 
1980s. Last month, member 
states of the East and Southern 
Africa Preferential Trade Area 
(PTA), to which most SADCC 
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Angola 

5.0 

4.0% 

525 

Botswana 

13 

1.5% 

1,250 

Lesotho 

0.7 . 

0.7% 

410 

Mslswf 

13 

13% 

160 

UozemMqiie 

1.6 

1.6% 

100 

Namibia 

1.6 

1.6% 

030 

SMdafld . 

0.6 

0.6% 

700 

Tanzania 

33 

3.7% 

160 

Zambia 

2.2 

2.1% 

290 

2hnbabwa 

6.1 

6.0% 

660 

South Africa 

76.0 

76.0% 

2,300 


states belong, agreed on 
regional monetary union 
within five years. While such 
schemes head the agenda 


Soor 0 >:W«rWB«nfc( 1 SMJ 

rather than the nitty-gritty of 
trade and Investment promo- 
tion, economic co-operation 
will stay a plpedream. 
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Whats on, who’s up, where’s news: 

The Economist’s usual mixture. Plus, this 
week, much more. 

Our double issue has a guide to plum jobs, 
listens in to a chat between an archbishop 
and an imam, checks up on the arithmetic of 
corporate jets, and takes taxis around 
the world. 

It harks back to central banking in the 
1920s, dissects America’s crime figures, 
probes the meanings of the nation-state, stares 
at stained glass, and wonders about Gaia the 
earth goddess. 

It chronicles prices down the decades, 
laments the devaluation of the English 
language, cheers the spread of democracy 
and spends a week in a Russian factory 
Just to complete the picture, it has a 13-page 
survey of the art market. 


The Economists double issue. For those 
who need to be seasonally 
adjusted. It’s a cracker. 


The 

Economist 
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Japanese shares 
scandal spreads 
to political arena 


By Stefan Wagstyt In Tokyo 

A JAPANESE stock market 
scandal which has touched 
leading hanks and stockbrok- 
ing companies yesterday 
spread Into the political arena 
when public prosecutors 
started questioning a former 
government minister. 

Mr Toahiyuki Inamura is 
suspected of having evaded tax 
on stock trading profits total- 
ling Y2L8bn (mam), including 
gains made from using 
Information. Mr inam ura was 
director general of the environ- 
mental agency in 1986-87 in the 
government of Mr Yasuhiro 
Nakasone, who was hie ..'If 
implicated, bat never charged, 
in the Recruit affair. 

Officials of the Tokyo Dis- 
trict Public Prosecutor's Office 
believe Mr Inamura profited 
from information supplied by 
Mr Mltsuhlro Kotani, a corpo- 
rate raider, who has admitted 
manipulating stock prices. 

Mr Kotani is the subject of a 
wide-ranging investigation for 
his speculative investment 
activities between 1986 and 
1990. They are examining 
claims of Insider trading, ille- 
gal fund-raising and tax eva- 
sion. Mr Kotani had wide con- 
tacts with politicians, banks 
and securities companies. 

Public prosecutors yesterday 
mounted well-publicised raids 
on Mr Inamura’s home and 
offices, taking away boxes of 
documents. 

The scandal is already being 



Nakasone: Never charged 


seen as Japan's biggest since 
the Recruit affair which forced 
the resignations of about 20 
government ministers, senior 
bureaucrats and senior busi- 
nessmen. Yesterday Mr 
Toshflri Kaifu, the prime minis- 
ter, said that if the claims con- 
cerning Mr Inamura were true 
they were regrettable. 

The new scandal could 
strengthen Mr Haifa's political 
position because he was cho- 
sen era the basis of his clean 
political reputation. 

It will be difficult for the rul- 
ing Liberal Democratic Party 
to replace him with anyone 
less dean than himself for fear 
of provoking public anger. 

The questioning of Mr fua- 
raura is unusual because politi- 
cians are not generally investi- 
gated under tax evasion laws if 
they can show the suspect 
income was used for political 
purposes. 

But public prosecutors 
believe Mr Inamura profited 
personally from his gains. 

According to public prosecu- 
tors. Mr Inamura and Mr 
Kotani kept in touch through 
Dr Akiyukl Yamaguchi, a doc- 
tor who sometimes treated Mr 
Kotani and who was also an 
aide to Mr Inamura. 

Mr Inamura traded in stocks 
on which Mr Kotani was 
mounting raids through 
Koahin, his investment syndi- 
cate. The targets included 
Kokusai Kogyo. an aerial sur- 
vey company, in which Mr 
Kotani acquired control In 
1987-88 in a controversial take- 
over battle. The money needed 
to finance the acquisition 
drove Mr Kotani deep into 
debt. 

He resorted to raising illegal 
loans with the help of bank 
executives, fat-hiding Mr Aki- 
nori Yamashita, then a branch 
manager with Sumitomo Bank. 
In a separate development, Mr 
Yamashita pleaded guilty to 
arranging illegal loans. His 
successor, Mr Fumlo Nishi- 
mura, has denied responsibil- 
ity. 

The two men allegedly 
arranged loans worth Y44bn 
for Mr Kotani and others. 


Britain 
gives £5m 
to Ethiopia 
and Sudan 

By Michael Holman and 
Alison Smith 

ETHIOPIA and Sudan face a 
worse famine than the catas- 
trophe of 1984-85 unless there 
is urgent international assis- 
tance, Mrs Lynda Chalker, UK 
minister for overseas develop- 
ment, warned yesterday. 

Announcing a £5m aid pack- 
age for the two countries, she 
said they would need as much 
help as in the 1884-85 famine 
when up to 1m people died in 
Ethiopia. But she said relief 
efforts now under way were 
“better organised, more experi- 
enced and had more informa- 
tion on which to base an effi- 
cient international relief 
operation". 

An estimated 7.5m. people 
face famine as a result of 
drought and rivfl war in both 
countries. 

A further £500,000 will go to 
Mozambique, where almost of 
a third of 14m population 
needs food aid, and £700,000 to 
Angola, where nearly 2m peo- 
ple in the south of the country 
urgently need help. 

Mrs Chalker earlier told the 
British parliament that recent 
reports had “put beyond doubt 
the prospect of serious famine 
and widespread loss of life in 
Ethiopia and Sudan." next year 
unless action was taken by the 
iwtfT T ifiHftwqi community. 

Britain, which fawt so far thin 
year given £23m in emergency 
aid for Ethiopia Mid wifi 

provide further help “as relief 
requirements become dearer" 

aha mW. Min C hallrw plana tO 

visit Ethiopia nyipth 

Fears of a disaster reminis- 
cent of 1884-85 have prompted 
Britain's seven largest interna- 
tional aid a gwnriaq to co-ordi- 
nate plans for a “Crisis in 
Africa” appeal to be launched 
early in the New Year. 

Apart from the Horn, Angola 
and Mozambique, the appeal 
will include Liberia, where at 
least half a million people 
affected by the c o u n try's civil 
war need food. 

Aid workers hope that the 
co mbination of international 
assistance, and improved pros- 
pects for peace in Mozambique 
and Angola will help avert a 
disaster. 


Famine adds to misery of war-torn Eritrea 

Without further aid, widespread loss of life is inevitable, reports, Jeremy Harding 


H ALF-a-mfie behind a 
line of rebel trenches 
in southern Eritrea, a 
few bony co walls in the dust 
beside a dry stone wall 
Beyond this wall it is unsafe 
for the herdsman or his cattle 
to stray in daylight since they 
would be visible from Ethio- 
pian government positions. 

H there were any pasture left 
to speak of, there is little doubt 
that most livestock owners in 
Eritrea would risk the mortar 
fire to graze their cattle- But a 
second year without rain 

mwma aafo graring is now a 

technicality. 

With the Eritrean People's 
Liberation Front poised for a 
final push in its 30 year war 
against the Ethiopian govern- 
ment, drought has visited a 
plague cm both houses. 

All reserve grazing has been 
used up and, according to rebel 
estimates, famine now threat- 
ens two million people in Eri- 
trea, following total crop fail- 
ure in 1988/1990. 

This figure is c onfirm ed by 
aid organisation s. Ea rlier this 
month Oxfam (UK) warned 
that in Eritrea and the neigh- 
bouring province of Tigray, 
also controlled by rebels, up to 
five million people needed 
emergency food aid. 

In both territories, says the 
UN Food and Agriculture 
Organisation, “widespread loss 


of life is inevitable unless far- 
ther emergency relief and 
logistic support for its distribu- 
tion, are mobilised". 

Drought and crop fatiure are 
familiar woes in Eritrea, where 
thousands of lives were lost in 
the famine that swept the Horn 
of Africa In 1984/85. They are 
compounded by a bitter war 
for independence by the Eri- 
treans smee the for mer VHflfam 
colony was annexed by Ethio- 
pia in 1962. 

Until 1974, when the 
Emperor Haile Selassie was 
overthrown, the Ethiopian, gov- 
ernment was backed, by US 
military aid. Thereafter the 
regime In Addis Ababa 
received materiel and expertise 
from the Soviet Union but this 
arrangement will be under 
review In 1S9L 

The Eritreans, who rely 
largely on captured equipment 
for their war effort, are 
demanding a UN-supervised 
r p f p rpn rtii m on the fafa of the 
territory - which Addis Ababa 
opposes. 

Today the rebels are better 
equipped to deal with the 
drought than they were six 
years ago when Irish rock star 
Bob Geldof raised $100m in 
response to a similar disaster. 

This is partly because the 
Eritrean Relief Association, the 
relief wing of the rebel move- 
ment, has received funds dis- 



bursed In the wake of the hot 

fanlna 

Previously there were less 
than a dozen worn-out Fiat 
trucks to haul grain and water 
around the areas controlled by 
the EFLF. Today the rebels 
have at least 300 large vehicles. 

At night, when the risk of 
attfl rfr fr om Ethiopian JUG air- 
craft is minimal, the dry river 
beds and mountain passes are 
thick with dust as water tank- 
ers and trucks full of grain 
forge down from the Sudanese 
border to relief points camou- 
flaged in the hills. 

A water development pro- 
gramme, begun in 1985 and 
backed by a foreign aid consor- 
tium, Tmi» «i«n improved Eri- 
trea’s abilityto weather a had 
year. ■ Many more hand-dug 
wells exist now than during 
the irrfriirfrighrtMg and. there ore 


currently three drilling rigs 
prospecting and boring in reb- 
el-held areas. 

Bath the increase in. trans- 
port capacity and the benefits 
of the water programme, how- 
ever, mnst be set against the 
severity of the draught and the 
fact that th& EFLF has vastly 
more territory to run than it 
did at tiie . time , of the last 
major faftwfa* 

Since 1984, when the rebels 
were confined to a wilderness 
of rock In thenorfh of the ter- 
ritory, the military situation 
has changed antirely. A suc- 
cessful .push to the south in 
1968 was followed last Febru- 
ary by the capture of Massawa 
on the Red Sea coast. 

This has left Ethiopia’s Sec- 
ond Revolutionary Army con- 
fined, with no overland supply 
route; to the Eritrean capital 
Asmara and the nearby garri- 
son town of Keren, ft has also 
r- doubled the population under 
rebel control. 

• . After lengthy negotiations 
between the EPLF, the UN 
World Food Programme and 
the Ethiopian government, an 
agreement was reached this 
week to open the port of Mas- 
sawa for e merg e ncy food aid, 
to be distributed equally 
between Ethiopian and rebel 
areas. Tbe first cargo is due to 
ar ri ve from Djibouti under a 
UN flag in early January. 


Meanwhile the EFLF fighters 
dug in tfom SO kilometres 
from Asmera believe they will 
fafca the dty within months. 
Disabling the airport with artil- 
lery fire from the west is the 
most popular scenario- After 
that, many argue, Asmera 
would fall as a matter of 
course. 

The other option - a major 
offensive - might cause many 
death * fa. the aty and the sur- 
rounding government enclave, 
whose population has risen to 
L5 mfllton this year because of 
war and drought 

Coming fa the middle of a 
food emergency, such a move 
could also alienate the interna- 
tional community, which the 
EFLF is at last courting with 
some success in its bid for rec- 
ognition. 

For the moment the threat of 
famine remains uppermost. 
Livestock are dying and people 
are on the move. Ethiopian air 
raids continue to target civil- 
ians in rebel-held areas but 
drastic shortages of water and 
gracing are now the main 
cause of displacement 

Indeed, while Asmera 
remains unchallenged, lack of 
rain looks certain to take a 
heavier toll in Eritrea than the 
flurries of demolition and and 
cluster bombs which fall with 
grim monotony on this 
unhap py land. 


Mengistu’s agricultural reforms start to pay off 


By John McGrath 

IT IS not all bad news from Ethiopia. 
Although harvests have failed in 
drought-stricken Eritrea, and in much 
of neighbouring Tigray and Welo, 
farmers in Hararge are showing that a 
combination of policy reforms, 
aid and comparative peace can bring 
teg improvements. 

Last March President Hangistu Walla 
Mariam dropped Marxism, lifted price 
and state marketing controls, and 
allowed peasant farmers to vote on dis- 
solving many co-operatives - which 
had been collectively farming some of 
tile country’s best land. 

The reforms stopped short of allow- 
ing individual ownership of tans — 
which remains the propert y of the 
state. But individuals are allowed 
rights to use the land and assets on it, 
such as fruit trees. These rights can be 
pwH on to flirfr children. 

Fa nn ers no longer have to sell quo- 
tas of their crops to the state-owned 
Agriculture Marketing Corporation at 


low fixed prices, and are free to get a 
better price an the open market. 

The result has been greater motiva- 
tion, a resurgence of Individual enter- 
prise, the revival of traditional forms 
of cooperative working, bette r use of 
lanJ | and cultivation (ED new 

Near Erer Goda fa eastern Hararge, 
80 farmers used to collectively tend an 
orange grove of 900 trees. 

When they dissolved the co-oper ativ e 
they divided the trees up equally 
»Tnr»np themselves. 

Umar, 45, has dog new irrigation 
channels around Ids three trees and 
tuterplanted them with lines of sweet 
potato. “Look at these trees. People are 
looking after them now. When they 
were commonly owned and the oranges 
were ready, everyone rushed to eat 
them before their neighbour. Now even 
if X lose one fruit, I will pursue the 
person who has stolen ft." 

While the farmers resented the 
“co-operation" foisted on them by the 


gov e rn me nt, there has been- a revival- 
of a traditional form of co-operation 
known as guzza. A farmer who needs 
occasional help, especially far plough- 
tag ot harvestbig wffl request It from 

Wi MwiAi htm! mriglihmim In wJump 

for a large meal, and the understand- 
: that he win do the fo r if 


Umar sayK “We will hefa each- other,, 
but only if someone fa fa trouble and 
needs ft. I live here and it is the people 
here vri»o win bury me some day, so I 
hove- to share what I have with titan or 
ebe I wouldbe alone." 

Using guzza, Mohammed ATmmH «id 
Ms. four neighbours have created an 
oasis In the. parched land hmt 
which used to be collectively farmed by 
80 people. A spring is nearby. Now 
Mohammed has t he in ce n tive to nsa its 
w a t er s, he has dog an elaborate net- 
work of Ir riy c U t w i rimmulu and cre- 
ated an extensive system of terraces 
and micro-basins. 


- Girina TUahun, local pro|ect officer 
for Oxfam, the British aid agency, says: 
"There are five farmers in this area 
now and they are doing more and 
growing more than 80 used to.” 

At another Oxfam project which sup- 
plies tree seedlings to farmers, the 
number of requests far seedlings to be 
pbntrf fa the rainy — ha* 
more than doubled in the past year, 
from 28JNW to nearly 50,000. 

Officials at the United Nations Food 
and Agriculture Organisation think 
that the country’s cultivated area could 
have Increased by 5 per cent since 
March as a result of the agricultural 

In an area like Hararge, struck by 
drought for the second successive year, 
5 per cent extra cultivation, coupled 
with better use of existing land, could 
mean the difference between going 
hungry and fast getting by for another 
year for many farmers and their faml- 
He&Jctoi McGrath works for Oxfam 


Woman set 
to head UN 
refugee 
organisation 

MRS SADAKO Ogata, a 
Japanese professor of foreign 
relations with experience in 
the UN Children’s Fund, has 
been nominated as the next 
UN High Commissioner for 
Refugees, diplomats said 
yesterday, AF reports from 
New York. 

His choice is expected to be 
confirmed by the General 
Assembly by acclamation 
tomorrow, they said. 

Mrs Ogata, 63, would be 
responsible for protecting 15m 
refugees worldwide and end a 
long and controversial search 
for a successor to Mr Tborvald 
Stoltenberg, who resigned to 
become deputy prime minister 
of Norway. 

Mr Virendra Dayal. chosen 
for the Job by Mr Javier Pfirez 
de CutUar, the UN secretary 
general, withdrew from 
consideration last month after 
meeting opposition from the 
US and other western nations. 

Mr Dayal charged that his 
opponents wanted a westerner 
to fill the post, and implied 
they were racists who wanted 
the commissioner to “carry the 
burden of the white man". 

At the time, western 
diplomats said they objected to 
Mr Dayal because they had not 
been consulted about the 
appointment 

Mrs Ogata would be the first 
woman to bold the post, which 
traditionally has been held by 
western men, many of them 
high-profile politicians and 
fund-raisers. 

She is tbe dean of the faculty 
of foreign studies at Sophia 
University in Tokyo and 
professor at the Institute of 
International Relations for 
Advanced Studies on Peace 
and Development in Asia at 
the university. 

She became Japan's first 
woman minister to the United 
Nations in 1976 and also 
walked with the UN children’s 
fund, UNICEF. 

If nominated and approved, 
she would be the fourth 
woman in tbe United Nations 
system holding the rank of 
undersecretary-general and 
would be the second Japanese 
with that rank, joining Tasushl 
Akasi, undersecretary-general 
for disarmament affairs. 

Reuter adds: Mr Perez de 
Cuellar has repeatedly asked 
Burma's military government 
to release opposition leader 
Aung San Suu Kyi from house 
arrest but has so far re- 
ceived no positive response, 
a UN spokesman said yest- 
erday. 

Seven months after winning 
an election last May, leaders of 
the opposition National League 
for Democracy are still in jail 
or under house arrest. 


Assault on NZ welfare state 


By Dal Hayward in Wellington 

NEW ZEALAND’S new 
National government last night 
began dismantling the exten- 
sive 52-year-old welfare state 
with wide-ranging cuts in 
unemployment and family ben- 
efits, medical and sickness pay- 
ments and moves towards 
means-tested, user-paying med- 
ical and educational services. 

An economic package, 
designed to reduce government 
spending by NZ$60 lm (£l84m) 
this year and NZ$2.3bn next 
year, also brought radical 
changes to the labour market, 
ending half a century of com- 
pulsory unionism and scrap- 
ping national wage awards m 
favour of factory or local wage 
agreements. 

Removal of $600m consumer 
spending at a time of recession 
has drawn concern from manu- 
facturers and retailers while 
social workers and those con- 
cerned with the less well-off 
described tbe moves, singling 
out unemployed and age bene- 
ficiaries as. “obscene, savage 
and vicious". 

The family benefit of NZ$6 a 
week fox each child trill be 
scrapped. Basic unemployment 
benefits are reduced while 
other supplementary benefits 
for unemployed, single parents 
and sickness beneficiaries will 
be subjected to means tests. 


Those made redundant will 
now have to wait 26 weeks 
before being eligible for the 
dole. 

A single man’s unemploy- 
ment benefit is cut by NZ$27 to 
NZ$108. The age for unem- 
ployed youth rates, who qual- 
ify for only NZ$100 a week, is 
raised to 25 years. 

A promised Increase to 
elderly beneficiaries next April 
has been scrapped, meaning 
they will receive no increase 
until 1992. 

There are also increases fa 
the cost of visits to the doctor 
and chemists’ prescriptions. 
These have risen from NZ$5 to 
NZ$15. 

Cuts in education spending 
include the cancelling of a new 
Jaw school at Waikato Univer- 
sity, which was to specialise fa 
Maori and ethnic law. Defence 
spending was cut by NZ$20m. 
This was described by Mr 
David CaygUl, former Labour 
Party finance minister, as “a 
token” gesture. He argued that 
much more could have been 
cut from defence to preserve 
some of the welfare benefits. 

The government has also 
signed a new contract with Mr 
Don Brash. Reserve Bank gov- 
ernor, extending the date for 
the nil to 2 per cent Inflation 
target to three years. This 


enabled the bank to immedi- 
ately ease its tight monetary 
policy and two banks followed 
by dropping mortgage interest 
rates by 1 per omit and com- 
mercial rates by half a per 
cent. Tire banks were National, 
a subsidiary of Lloyds, and 
ANZ. 

The prime minister, Mr Jhn 
Bolger, says the package Is 
“strong medicine to treat a 
gjric economy” and fa designed 
to produce economic growth, 
reduce interest rates and cre- 
ate Jobe. 

Mrs Ruth Richardson, the 
finance minister, said many 
people refused to take low-paid 
jobs because they received 
more in unemployment bene- 
fits. The government had to 
change the welfare system to 
discourage this. 

Many commentators pointed 
out that while the cuts come 
Into force over the next few 
weeks It will be at least a year 
before the reform of the labour 
market can produce new jobs. 

Welfare payments had bal- 
looned and had to he cut bade, 
said Miss Richardson. In 1984 
they cost NZ$85Qm; today web 
fa re benefit s took over NZ$3 hn 

QI vri mm pnt KD findmg . If tin 

action had been taken tbe gov- 
ernment deficit would be 
NZSSbn by 1993. 
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Indian police making an arrest after a se cmlty force raid on a 
gun-making plant in the town of Khazja, in the northern state of 
Uttar Pradesh, where more than 350 people have been kffied hi 
Hlndu-Moslem violence fa two weeks over the issue of the 
building of the Aliyodha twmp ip 


Britain ‘was braced 9 Saudis say oil windfall being spent 
for Iraqi aggression 


By Michael Field In London and Mark Nicho lso n In Riyadh 


By Victor Mallet, Middle East Correspondent 


MR MICHAEL Weston, the 
British ambassador to Kuwait, 
explained yesterday how 
Britain - like the US - had 
been braced in July for some 
kind of Iraqi military action 
but not for the full-scale inva- 
sion of August 2. 

He told a news conference fa 
London that his embassy had 
tried in the two weeks before 
the invasion to revitalise its 
system of local “wardens" to 
keep in touch with the British 
community fa Kuwait. 

“We thought that some sort 
of military action was possi- 
ble,” he said. 

Mr Weston recounted how he 
and Mr Larry Banks, the con- 
sul, survived for more than 
four months holed up in the 
embassy compound in Kuwait 
City. They returned to London 
following tbe release of west- 
ern hostages by President Sad- 
dam Hussein, 

Shortly before they left the 
embassy, Mr Weston said, he 
was telephoned by an Iraqi 
resistance leader, who 
described himself only as Atm 
Nasser. 

The man thanked the diplo- 
mats for staying on In Kuwait 
and applauded the British gov- 
ernment's policy of firmly 


opposing the Iraqi invasion of 
Kuwait. Mr Weston said it did 
not appear that Iraq, whose 
disciplined assault forces had 
been replaced by disillusioned 
youngsters, was fortifying 
Kuwait City itself for a deter- 
mined defence. 

Mr Douglas Hogg; Minister 
of State at the Foreign Office, 
insisted again yesterday that 
President Saddam’s forces had 
to withdraw from all of Kuwait 
in compliance with UN resolu- 
tions. 

“If be does so only partially 
then he’s at risk or being 
driven out by force,” the Brit- 
ish minister said. 

■ Iraq defiantly warned US and 
allied troops yesterday that 
they would rad up as heaps of 
Corpses if war breaks out in 
the Golf, Reuter reports from 
Baghdad. 

“When the great confronta- 
tion begins ... the villains will 
see how the land burns 
beneath their feet and how 
their massed ranks turn into 
heaps of rotten corpses on 
which vultures and wild ani- 
mals feed.” said al-Thawra, the 
newspaper of President Sad- 
dam’s Arab Socialist Baath 

Party. 


SAUDI Arabia does not 
consider its extra oil revenues 
since the start of the Gulf cri- 
sis to be windfall profits, 
according to the Saudi Finance 
Ministry. 

Although tbe Kingdom’s oil 
exports have risen by nearly 
half fa volume terms since the 
Iraqi invasion of Kuwait on 
August 2, a senior official at 
the Ministry has said that the 
effective rise in the value of 
those exports is much less than 
generally thought 

He paints out that prices for 
Middle Eastern crudes are now 
nearer $20 (£10.40) a barrel 
than the $40 they touched in 
early October, and that Saudi 
Arabia sells its crude on 
long-term contracts which 
involve prices well below the 
speculative peaks realised by 
batches of crude traded on the 
open market 

Western diplomats estimate 
that Saudi Arabia has reaped a 


bonus of between $13bn and 
$14bn from higher oil prices 
and output since the crisis 
began, but Saudi officials 
speak of extra spending of 
nearly S20bn. 

This was spent on the trans- 
port and accommodation of the 
multinational force, compensa- 
tion for the losses incurred by 
Egypt, Turkey and other coun- 
tries in Implementing the 
embargo on Iraq, and the 
accommodation costs of 
Kuwaiti refugees in Saudi 
Arabia. It addi- 

tional subsidy payments to 
developing countries. 

Transport and accommoda- 
tion payments to the multina- 
tional force include the costs of 
shipping the troops and their 
equipment, housing those sol- 
diers who are not in the desert, 
providing them with food end 
a certain amount of transport 
and giving them fuel. The 
Saudi oil production figure. 


which now totals more than 
8m barrels a day, includes 
some 800400 b/d of domestic 
consumption and 300,000 b/d 
for military use. 

In addition to the direct 
costs of the crisis to Saudi 
Arabia, western diplomats say 
the Saudi government is also 
concerned about the indirect 
and longer-term costs associ- 
ated with accelerated invest- 
ment in the oQ industry 
more defimee spending. 

“The Saudis perhaps feel 
committed to spending their 
extra money somewhere down 
tbe road and thus do not feel 
themselves to be better off,” 
said one diplomat fa Riyadh. 

If the Ministry's figure for 
additional spending is accu- 
rate, these calculations 
that the Saudi budget d 


ori ginally projected at $6bn for 
this year, will have increased 
rather diminished as a 
result of the crisis. 


Militias wary as Lebanese cabinet quits 


THE cabinet of Lebanese 
prime minister, Mr Salim 
Hoss, resigned yesterday mak- 
ing way for a government of 
national reconciliation, AF 
reports from Beirut 
However, Lebanon's two 


strongest militias, Samir Gea- 
gea’s Christian Lebanese 
Forces and Walld Jmnblatt’s 
Druse Progressive Socialist 
Party, warned of reservations 
about the change. 

President Ellas Brawl, a 


Maronite Catholic, asked Mr 
Boss, a Sunni Moslem, to stay 
on as caretaker premier. 

The new cabinet will seek to 
disband the private armies 
that have fought Lebanon’s 
dvil war since 1975. 


Indian industry shows 
pessimism over profits 


By David Houaego In New Delhi 


INDIAN industry, which has 
enjoyed two years of record 
profits, has turned deeply pes- 
simistic about short-term pros- 
pects for smA earnings. 

The outlook is “very bleak, 
very depressing", says Mr Anil 
Nanda, managing director of 
Escorts, the motorcycle and 
vehicle group- “Profit margins 
are going to be under tremen- 
dous strain." 

The sharp downward revi- 
sion of forecasts follows unex- 
pectedly large increases 
annonneed earlier this week in 
customs duties and in indirect 
taxes imposed by ft* govern- 
ment in its effort to curb 
imports and reduce the fiscal 
deficit. Industry expects fur- 
ther increase in corporate 
taxes and excise duties to be 

flit iiroi ncoH shortly. 

The measures, which include 
a 20 per cent across- thehoard 
increase fa the surcharge on 
customs duties, follow a tight- 
ening of import restraints over 
the last six months. The Bom- 
bay stock market index, one of 
the few in the world that con- 
tinued to climb at the start of 
ft» Gulf ertafo, plunged 10 per 
cent this week in the two d 
after Mr Chandra Shekhar, 


prime minister, ««nwn™i his 
package of austerity measures. 

Government economists now 
expect that the 12.4 per cent 
rise in industrial growth in the 
first five mouths of the year 
(AprD-September) will be trans- 
formed into flat or negative 
for the remainder of 
year and beyond. 

Industry is telling the gov- 
ernment that the tax increases 
wili farther push up prices and 
reduce economic growth. 
“They will fuel inflation and 
push the economy Into reces- 
sion," says Mr Vivek Bharat 
Ram, manager of DCM Toyota, 
the vehicle manufac turer. The 
new customs and excise duties 
announced this week wfll raise 
Rsl.3bn (£37m) in additional 
revenue in a foil year of the 
Rs3bn that the government is 
now seeking. 

The new measures come in 
the context of a dramatic wors- 
ening of India’s macroeco- 
nomic indicators - with an 
unexpected large growth in 
monetary expansion, foreign 
exchange reserves falling to 
below three weeks of imports, 
and inflation on official figures 
at more than 12 per cent 


Philippine army plotters 
given long jail sentences 


A PHILIPPINE military court 
yesterday delivered its stron- 
gest warning yet to army rebels 
plotting to overthrow President 
Corazon Aquino, sentencing 81 
officers ana men to iafl. terms of 
up to 32 years, Renter reports 
from Manila. 

They were jailed for their 
in a 1987 insurrection, dur- 
which the presidential pal- 
ace was atta c ked. Tire rebels 
captured the armed forces head- 
quarters fa Manila, but loyalist 
troops crushed tbe uprising 
after fifty-three people died. 

The verdict ended the coun- 
try’s biggest mutiny trial and 
co fa dded with renewed fears cf 
a fresh coup attempt as the 
country slipped deeper Into eco- 
nomic crisis. 

Mr Ruben Torres, Labour Sec- 
retary, warned that unemploy- 
ment could rise sharply as & 
impact of the Gulf crisis began 
to Mte harder, and foe military 
said reduced fuel allocations for 
the array could cut ope rational 
effectiveness by half. 

Opposition politicians have 
stepped up calls on Mrs 
Aquino, swept to power in a 
1986 popular revolt, to resign, 
saying she does not have the 
ability to lead the country 
through its present difficulties. 

Most of those sentenced by 
the military court at the 


army’s Fort Bonifacio hea 
quarters yesterday received Jj 
terms of between 12 and : 
years. The sentences appean 
to be part of a deliberate 
tougher approach by mfizta 
authorities to the series 
army revolts that have plagui 
Aquino's government since si 
came to power after the la 
dictator Ferdinand Marcos w 
ousted fa 1966. 

Mrs Aquino has survived a 
coup attempts. The first grew 
of rebels was punished 1 
being forced to do 20 press-ui 

Army Chief Maj-Gen Gu 
lermo Flores this moni 
sacked 224 soldiers linked to 
failed revolt last October < 
Min dan a o, the biggest group 
be purged by the military. 

The tougher action appea 
intended to appease critics wl 
say the military is lax in imp* 
tag .discipline. The military h 
failed to recapture the l ead** - 
the 2967 coup, Gregorio Hat 
san. 

The court acquitted 20 s> 
dims, including three colone 
after a closed-door dettbera ti 
that lasted more than 14 bom 
A total of 117 soldiers stood to 
for mutiny and murder over t 
revolt on August 28, 1987. Pro 
cution lawyers said verdicts i 
IS other defendants were si 
pending. 
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INTEREST RATE OUTLOOK 


US financial markets have welcomed Tuesday’s cut in the US discount rate. Michael Prowse reports from Washington 

Fed fastens on recession as the chief economic peril 


THE first cut in the US 
discount rate for four years 
provides an unequivocal signal, 
that the Federal Reserve is 
now more concerned about 
recession than inflation. It also 
indicates that the Fed is rela- 
tively indifferent to the exter- 
nal value of the dollar, which 
has depreciated sharply in 
recent months. 

The move, which came ear- 
lier than expected, was 
applauded in financial mar- 
kets. Mr Bob Giordano, chief 
economist at Goldman Sachs, 
said it suggested a “trans- 
formed mental attitude on the 
part of the Fed”, which until 
recently was still concerned 
about inflationary pressures. 

The Fed, he suggested, 
would cut interest rates as 
often and as far as necessary to 
stabilise the economy. 

The discount rate is the rate 
the Fed charges for short-term 
loans to commercial banks. 
Since few banks borrow at the 
“discount window”, the half 
point cut to 6% per cent in 
itself is of limited practical 
importance. However, cuts in 
the discount rate are normally 
followed by proportionate cuts 


in the federal funds rate (the 
rate banks charge each other 
for loans). Yesterday, the Fed 
nudged the fed funds rate 
down towards 7 per cent A 
farther cut towards 6% per 
cent is likely In coming weeks. 

Moves in the discount rate, 
however, have tremendous 
symbolic significance. Tues- 
day's cut provides the dearest 
possible signal that the Fed 
wants easier credit conditions 
throughout the economy. Dis- 
count rate changes invariably 


hit the front pages of US news- 
rers while changes in the 
funds rate tend to be 
buried on the business pages. 

The man and woman in the 
street are thus now aware that 
the Fed wants to see cheaper 
loans. 

Bat how quickly they will 
actually benefit from the Fed’s 
move remains to be seen. 
Between July and this week, 
the Fed reduced the federal 
funds rate in several steps 
from 8 per cent to 7% per cent 
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In the past that would have 
causal a cut in prime lending 
rates followed by cheaper vari- 
able rate mortgages and car 
loans. But the beleaguered big 
money centre banks have not 
cut prime rates since January. 

On Tuesday evening, Norw- 
est Bank, a Minneapolis bank, 
cut its prime lending rate a % 
point to 9.75 per cent to join a 
few other small regional banks 
which cut prime rates earlier 
this month. But Mr Richard 
Berner, economist at Salomon 
Brothers, warns that the big 
banks wffl not be in a hurry to 
drop their prime rates below 10 
per cent The banks are anx- 
ious to rebuild their margins 
by charg in g hi pp m- spreads on 
commercial loans. 

Some Fed governors, report- 
edly concerned about inflation, 
have b een 1— h— i on i n terest 
rate cuts than others. Such dis- 
agreements appear to have 
been buried. The Fed gover- 
nors voted unanimously for 
the discount rate cut, citing 
“weakness in the economy, 
cniudraintg on credit, anri slow 
growth of the monetary aggre- 
gates”. The cut was also 
needed to realign t he discount 
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rate with market interest rates. 

But for Tuesday’s move, 
there was a risk of the fed 
funds rate moving below the 
discount rate, which usually 
sets a floor to borrowing costs. 

The Fed was evidently 
cheered by die November con- 
sumer price figures which 
showed a rise of only 03 per 
cent, less than half the 0.7 per 
cent average rise in the roe- 
ceding three months. The 
< » wpn « TBtn»n» reflected sharply 


Let-off for Bush on capital gains 


By Lionel Barber in Washington 

JUST as the Federal Reserve announced 
it was cutting the discount rate, Presi- 
dent Bush gave a broad hint that he 
was no longer willing to push for a 
capital gains tax cut in his forthcoming 
budget 

The threatened retreat on capital 
gains underlines how much the admin- 
istration has come to rely on the Fed to 
stimulate the flagging US economy 
through lower Interest rates. 

Since his 1988 presidential campaign, 
Mr Bush has pursued a lower rate on 
capital gains with quixotic ambition. 

This led to a bruising defeat in the 
recent five-year $500bn budget deficit 
reduction agreement with Congress, but 
Mr Bush continued to insist a cut 
would promote economic growth - 
partly as a sop to disaffected conserva- 
tives. 

Some of his advisers - notably Mr 
Nicholas Brady, Treasury secretary - 
were openly sceptical; and on Tuesday 
afternoon the president appeared to 
back off. “We're faced with this practi- 
cal problem as to what we can do, not 


BANK of Montreal led the way 
among Canadian banks yesterday by 
dropping its prime lending rate a 
quarter percentage point to 12.75 per 
cent, Bernard Simon writes in 
Toronto. The move was partly in 
response to the US discount rate's 
fill bat also reflected a gradual eas- 
ing in Canadian Interest rates as the 
recession fafcw fanM 

just on capital gains but on other stimu- 
lants that cost money, * he said. 

The constraint on fiscal stimulants, 
as Mr Bush seems now to realise, is 
largely due to the term* of the HeflgH: 
redaction package crafted by Mr Rich- 
ard Dannan, White House budget direc- 
tor. The agreement requires that any 
lost revenue must be made up through 
spending cuts or offsetting tax 
increases. 

Sir Bush is a damant he is not pre- 
pared to raise taxes further, partly 
because of opposition within his own 
Republican party but, more seriously. 


because of the softness of the economy. 
The Democrat majority in Congress is 
equally opposed to further cuts in enti- 
tlements or domestic programmes 
beyond those contemplated under the 
budget agreement. 

Given these constraints, Mr Dannan 
has argued in recent While House meet- 
ings that it will be diffimit to find Hie 
revenue to pay for capital gains or 
other tax in the upcoming budget. 
Little wonder, then, that the White 
House exuded a sense of relief at the 
Fed’s cat in the discount rate. 

The last hope for conservatives is 
that the White House pushes for a new 
way to calculate or “score” capital 
ptn« under the budget agreement. The 
idea is to counter Democrat arguments 
that the wealthiest taxpayers would be 
the prime beneficiaries of a cut by 
showing that tn ghwr inwmw brackets 
would indeed pay more taxes. 

Mr Bosh may now be able to ward off 
charges that TmHiing is being drew to 
ward off recession, but the question is 
whether the Fed has left it too late. 



Nicholas Brady: openly sceptical 


US estimate of economic 
growth lowered to 1.4% 


Tokyo rules out early rates cut 


THE US economy grew at an 
annual rate of only 1.4 per cent 
in the third quarter, the Com- 
merce Department reported 
yesterday, reports Michael 
Prowse. 

This was a sharp revision 
from earlier estimates of a 1.7 
per cent growth rate. 

Figures for housing starts 
released yesterday showed a 9 
per cent increase in November 
to 1.12m. The rise, which 
reflected a recovery of apart- 
ment building starts, surprised 
analysts who had been fore- 
casting a further fall after 
weak figures for the past 10 
months. 

The largest downward revi- 
sions in the GNP numbers 
were in personal consumption 


spending and exports. The 
biggest upward revision was in 
federal government purchases. 
Recent retail sales figures sug- 
gest personal consumption will 
be significantly weaker in the 
fourth quarter. 

Last month’s trade figures 
were also unexpectedly poor. 
GNP is expected to foil sharply 
this quarter. 

The 9 per cent rise in hous- 
ing starts compensated for a 
sharp decline in October and 
does not suggest an imminent 
revival of real estate markets, 
which remain exceptionally 
weak in many parts of the 
country. Housing starts last 
month were still 16 per cent 
below the level of November 
1989. 


By Stefan Wagstyl in Tokyo 

MR Yasushi Mieno. the 
governor of the Bank of Japan, 
yesterday dashed hopes of an 
early cut in Japanese interest 
rates. 

The time was not yet ripe for 
Japan to reduce rates despite 
the US Federal Reserve's deci- 
sion to cut its discount rate to 
6.5 per cent, he indi c ated. 

Mr Mieno’s comments, made 
in an interview with a Japa- 
nese news agency, hit prices in 
the bond market and took the 
shine off a strong rally in equi- 
ties. 

The Nikkei index dosed up 
452.76 points at 24^76.78; ear- 
lier it had shown a rise of over 
550 points and had gone 
through the 25,000 level for the 
first time in seven weeks. 

Mr Mieno said the central 


bank's grip an the money sup- 
ply was not too tight. Eco- 
nomic growth r emain ed strung 
despite the e nwr i mu x* of some 
concern among businessmen 
about the impact of the Golf 
crisis on confidence. 

Commenting on *n increase 
in business failures in Japan, 
Mr Mieno nf»iri ft was natural 
that ti ghter credit had had an 
effect on companies which had 
indulged in zaiiech - style (finan- 
cial engineering) investment in 
securities and land. But compa- 
nies with sound management 
would not go bankrupt. 

Mr Mieno welcomed a recent 
decline in the growth of the 
money supply, which grew by 
10D per cent in November com- 
pared with the same month 
last year, against an 118 per 


cent increase posted in Octo- 
ber. But the slowdown would 
not prompt a change in the 
central bank's policy the 
rate was still too high. Mr 
Mieno’s remarks followed a 
strong rally in bond prices over 
recent weeks. 

Investors have been buying 
bonds in the belief that the 
central bank will soon ease 
interest rates ac ross t he board . 
But in the short-term markets, 
the bank has kept interest 
rates high, refining to b e led 
by the sentiments of investors 
in bonds. Yields on shortterm 
deposits remain well above 8 
per cent 

The central bank continues 
to be concerned about a resur- 
gence of inflation, caused pri- 
marily by labour shortages. 


reduced energy price inflation. - 
The “core” consumer price 

Ww; — thp faito Frrinifltig 

energy and food - has been 
tiring by only 02 per cent a 
month «<"«* t>u> late summer. 

The Fed is also reacting to 
the sharpness of the slowdown 
in monetary growth (see table). 
The seasonally adjusted 
annual rates of gr owth of the 

main measures of the money 

supply have declined steadily 
since the fourth quarter of 


fam i. It is acting in the know- 
ledge that there is little the 
White House or Congress can 
do to help. Tax cuts of any 
ww gnttnite remain out of the 
question given a he a d l in e fed- 
eral budget deficit that is cer- 
tain to exceed $300bn next 
year. 


Unity costs could 
force Bundesbank 
to push up rates 


By Andrew Fisher in Frankfurt 


WHEN Germans choose a 
subject for debate they tend to 
grapple with it on for some 
time. Thus the arguments 
about the cost of unity have 
ranged across rite whole politi- 
cal, e conomic and financial 
spectrum. Numerous speeches 
have been made, columns of 
newspaper space filled, and 
many hours of broadcasting 
time devoted to the subject 

It is hardly surprising, there- 
fore, that tiie Bundesbank has 
returned to the theme in its 
latest monthly repent 

The c entra l hank- has ham- 
mered away at the need to 
ensure that state borrowing to 
finance unification does not 
upset its safety-first monetary 
policies. II warns sternly in the 
report that it will consider rais- 
ing interest rates again if pub- 
5c sector debt issuance is not 
kept within sensible bounds. 

However, it manages to tem- 
per its concern over the run- 
away cost of vinification with 
the recognition that spending 
in the country's five new states 
is assurance for the future. 

But having accepted the 
necessity of high sums of 
money needed to haul east 
Germany out of the ruins of a 
centrally planned Stalinist 
regime and into the free mar- 
ket, the central bank then 
wags its finger. 

The expansionary effects of 
rapidly rising state budgets in 
the economic and monetary 
spheres have to be taken into 
account, it warns. 

Mnrh <jf tte budgetary help 
for east Germany has the 
effect, at a time of felling pro- 
duction and employment in the 
region, of stabilising- incomes 


there «nd increasing demand 
for west German goods. The 
Bundesbank is concerned to 
see that rising public sector 
indebtedness does not work 
against controlled credit and 
money supply growth. 

Now that the Bundesbank is 
responsible for the whole of 
Germany, its reports cover the 
highly differing economic 
trends in east and west. 

While west Germany is 
enjoying what even the Bund- 
esbank «iii« “a boom-like 
acceleration”, east Germany Is 
very much on the skids as its 
outmoded Industry continues 
to be exposed to outside com- 
petition and the subsidies of 
the old regime are removed. 

West Germany's economy has 
benefited considerably from 
demand in the east, enabling 
companies to cffiiet some prob- 
lems surfacing in their ™»in 
export markets. In the third 
quarter; west Germany's gross 
national product grew at an 
annualised and seasonally 
adjusted rate of more than 8 per 
cent over the second quarter 
and by 52 per cent against the 
third period in 1909. 

While imports are tiring in 
response to increased internal 
demand, exports are slowing. 
Not only are some west Ger- 
man companies — especially in 
engineering - having to quote 
longer delivery times as they 
work at stretched capacity, but 
foreign manuf acturers have 
become more competitive, not 
least because of the high 
D-Mark- The result is pleasing 
to the Bundesbank, conscious 
that Germany’s high surpluses 
have been a source of embar- 
rassment in recent years. 


1980. Between September and 
November of this year* the 
wain aggregates did not grow 
at all: MS. the broadest mea- 
sure, actually fell slightly. 

Economic indicators are sig- 
nalling a sharp contraction of 
gross national product this 
quarter, probably at an annual 
rate of 4 per cent 

IS .Morgan, the Wall Street 
temtr, points out that weekly 
ah* on unemployment insur- 
ance claims suggest further 
sharp falls in employment and 
production in December. It fa 

rx-nt, which suggests a reces- 
sion of average past-war sever- 
ity. 

The Fed is relaxing in the 
hope it can limit the depth 
of the downturn, which many 
fear will be exacerbated by 

4 i— M.. hnnMnif eve. 



London 
looks with 
envy across 
Atlantic 

By Pator Norman, 
Economics Correspondent 

BRITISH businessmen were 

yesterday looking *««* J*e 
Atlantic with envy following 
the US Federal Reserve’s deri- 
sion to cut its discount rate to 
6.5 per cent. 

With Britain now a member . 
of the European Monetary Sys- 
tem’s exchange rate mecha- 
nism, there was im question a! 
the Bank of Engtend emulat- 
ing the US move and pushing 
bank base rates down from 
their current level of 14 per 
e«iL 

Britaln’s monetary authori- 
ties yesterday wade clear teat 
there would be no cut while 
the pound was weak. Thfa was 
In spite of increasingly dear " 
signs that Britain is in a deep- 

oiling recession and a UK 
newspaper report yesterday 
which suggested that t he Tw o- 
sury was ready to cut rate in 
line with falling Inflation emu 
if starting were to ramblin' 
the bottom half of Its 

hawliL 

“We are not in the bm „ 
of cutting rates unless mifr 
until it is dear It Is the. i 
tiling to do,” a Treasury 
dal said. This, he added, 
been made dear by 
m«w Lamen t, the 
when he told parti 
week ago that “there can ha no . 
question of a reduction is. 
interest rates that Is not fotiy 
justified by our position in the 
ERM”. 

Bank officials said the itofr- 
tom line” for any rata cut 
would be sterling's credibility 
in the ERM band with fim* 
dal markets. 

. They claimed this was 
underlined by Mr Robin Leigh- 
Pemberton, Bank governor, on 
Sunday In a television inter- 
view. 

. The Bank was working “to 
convince the markets that we 
really mean business about 
our ulaee in tin band in tin 
exchange rate mechanism,” Mr 
Leigh-Pemberton had said; - 
“And it fa because our position 
In the band is rather lower 
than I would like to see it that . 
it is not possible immediately - 
to respond, say, to better infla- 
tion figures by lowering 
rates.” 

Mr Leigh-Pemberton was 
talking shortly after last Fri- 
day’s pr iiii^ti^ n of Britela’S 
inflation figures for Novem- 
ber, which showed the UK’s 
annual Inflation rate falling to 
9.7 per cent from 10.9 per cent 

In October. .. 

Hie Federal Reserve’s action 
and the newspaper article 
poshed sterling below last Fri- 
day’s levels, making UK Infers 
est rate cuts still less likely in 
the short tenn. 

The complexity of tiie deri- 
sion faring the authorities was 
summarised by Mr Leigfa-Pem- 
berhm in his trie vision inter- 
view. 

The important thing is that 
tiie market should believe that 
we will lower interest rates - 
that we will relax monetary 
policy - when the economy, 
our monetary position, the 
financial position really justi- 
fies It And that it will not be 
done in response to political 
pressure,” he said. 


AMERICAN NEWS 


Drug trafficker’s surrender 
will test Colombian resolve 


By Robert Graham 

THE SURRENDER of a leading 
member of a Colombian drug 
cartel is expected to be a test 
case for the government’s less 
confrontational approach to 
dealing with the country’s 
huge illicit drugs business. 

Mr Fabio Ochoa, 33, a mem- 
ber of one of the two principal 
families in the Medellin 
cocaine cartel, handed himself 
over to a justice official on 
Tuesday. His surrender came a 
day after President Cesar Gavi- 
ria further softened terms to 
encourage drug traffickers to 
turn themselves in. 

Last September President 
Gaviria tried to draw a distinc- 
tion between those who were 
simply trafficking in drugs and. 
those resorting to terror tactics 


to undermine the institutions 
of state. However, only four 
low-level traffickers accepted 
the offer of less punitive treat- 
ment 

The latest offer was report- 
edly prompted by indications 
that up to 300 traffickers would 
surrender if the terms were 
eased further. This week’s 
amendments stipulated that 
the traffickers must first sur- 
render and confess. 

But in return the Colombian 
government undertook to can- 
cel extradition proceedings and 
to cut jail terms by up to half. 
Over the past four years most 
terrorist actions carried out by 
the drug barons have been 
designed to force the govern- 
ment to abandon extradition 


to the US. 

The cartels had pressed for 
the confession stipulation to be 
dropped. Hence Mr Ochoa’s 
quick surrender came as some- 
thing of a surprise. 

He is wanted for extradition 
to the US on charges of drug 
trafficking and plotting the 
murder of a Drug Enforcement 
Administration informer. But 
there are no charges outstand- 
ing against him in Colombia. 

Despite these charges, the 
Ochoa family has been careful 
to distance itself from the vic- 


tim business interests of the 
Ochoa's have been less perse- 
cuted by the authorities. 


Argentine tax chief quits 
as revenues fall sharply 

By John Barham in Buenos Aires 


ARGENTINA’S chief tax 
official, Mr Raiil Cuello, 
resigned on Tuesday afternoon 
as dwindling tax revenues 
threaten the government’s 
anti-inflation strategy. 

The departure of a top tax 
official would hardly he noted 
In most countries, but Argen- 
tina's tax system has become 
the bottleneck of President 
Carlos Menem’s economic poli- 
cies, which rely on tight fiscal 
and monetary policies. 

Argentina has promised the 
International Monetary Fund 
to run a $328ra (£169.9m) 
monthly budget surplus. How- 
ever, unofficial estimates put 


the surplus at only 360m, after 
deducting privatisation 
receipts. In October the gov- 
ernment raised $481. 7m in 
taxes, a third less than a year 
earlier. Diminishing revenues 
are forcing the central bank to 
print more money, reducing its 
ability to mop up dollars. 

The government plans emer- 
taxes and gimmicks to 
revenues and balance its 
books as heavy end-of-year 
expenses fall due. But getting 
rid of Mr Cuello will do little to 
improve the fundamental prob- 
lem of massive tax evasion - 
in Argentina only one family 
in 25 pays income tax. 


Army mutineers 
face call for 
death penalty 

AN Argentine military 
prosecutor has demanded the 
death penalty for Colonel 
Mohamed Aif Selneldm and 
four other leaders of a bloody 
mutiny which occurred on 
December 3, writes John Bar- 
ham. 

Prosecutor General Carlos 
Dominguez also demanded 

lengthy jail sen t en c es for sol- 
diers and civilians who took 
part in the rebellion, which 
Irit 13 dead. 

Col Seineldin was under 
arrest at an army base 1,000 
miles from Buenos Aires at the 
time of the uprising; but later 
assumed personal responsibil- 
ity for the mutiny. 


US invasion brings Panama slim dividends 

The intervention is now seen as an example of bungled foreign policy, writes Tim Coone 


O NE year ago today, as 
everyone was settling 
down for a Christmas 
season of peace and goodwill In 
the new post-Cold War climate, 
images of Operation “Just 
Cause” flashed across TV 
screens around the world. 

Twenty-five thousand US 
invasion troops had stormed 
into Panama to depose its mili- 
tary strongman General Man- 
uel Antonio Noriega. 

Resistance to the invasion 
was brief and half-hearted. A 
broad sector of Panamanian 
society openly supported the 
military intervention, despite 
its technical violation of the 
1979 Carter-Torriios Treaty. Mr 
Guillermo Endara, who had 
been cheated of his victory in 
tiie presidential elections the 
previous May by Gen Noriega’s 
supporters, was sworn into 
office flanked by US army and 
embassy officials. 

But what was widely seen 
one year ago as rough but 
benign justice to deal with a 
stubborn despot, is increas- 
ingly viewed in Panama today 
as a lost opportunity. Wide- 
spread expectations of a rapid 
economic recovery have not 
been fulfilled. 

For the thousands of families 
made homeless by the inva- 
sion, in the devasted area of 
Chorillo around Gen Noriega’s 
former headquarters in down- 
town Panama, new homes are 
only just now being built. 
Unemployment has dropped 
slightly, due to a surge in con- 
struction; bat the economy is 
not prospering despite the out- 
ward appearance of renewed 
prosperity in the bustle of Pan- 
ama’s commercial and busi- 
ness centre. 

The overall 6 per cent 



BEFORE THE TANKS ROLLED IN: General Noriega pictured in AaHant mood in the run-op 
to the US Invasion last December which, led to his surrender 


growth rate widely expected 
for 1990 is a lacklustre achieve- 
ment when compared with the 
30 per cent fall in GDP during 
the previous two years of Gen 
Noriega’s confrontation with 
the US. The sharp upturn in 
the construction sector has not 
been paralleled in the rest of 
the economy. The new ac ti v i ty 
Js mostly being exerted on the 
completion of abandoned pro- 
jects. 

“There is little new invest- 
ment," according to the local 
chief executive of one big for- 
eign bank in Panama. He sa id 
that restocking after the exten- 
sive post-invasion looting of 
panama’s commercial centre 
was the main factor behind a 
12 per cent growth rate in the 
only other important economic 
sector to show better-than- 
average performance this year. 
“It is not a basis for sustained 
recovery,” he said. 

Demonstrations organised by 
the public sector trade unions 


a garinafc lay-offs awd new legis- 
lation directed at dismissing 
union activists, have provoked 
bloodshed in recent clashes 
with tiie new security forces. 

A rebellion by a police offi- 
cer, ex-Colonel Eduardo Her- 
rera, coincided with the latest 
union protests at the beginning 
of this month and had to be 
put down by tiie deploym en t of 

US troops. President Endara 
accused the leaders of plotting 
a militar y coup against him 
The rebellion has fuelled 
doubts over the loyalty of tiie 
security forces, created from 
the remnants of tiie old Norie- 
ga-led Panama Defence Forces. 

A surging crime wave has 
led to a doubling of the prison 
population in 12 months 
according to recent figures 
published by the penitentiary 
system. Armed robberies of 
banks have jumped to 23 this 
year tn comparison with only 
10 during the previous 20 
years, according to one foreign 


has been disbursed out of a 
package of $420m in economic 
aid approved by the US Con- 
“ several months after tiie 


hanker with almost a decad e of 
experience in Panama. 

Foreign visitors are- being- 
warned by locals to lock car 
doors when stopping at traffic 
lights at night on the road to 
the capital from the airport. 
Assaults have become com- 
monplace. A taxi driver who 
experienced one such incident 
earlier tills year and had his 
vehicle sprayed with bullets 
said: “Hie problem is that the 
police are only armed with pis- 
tols. The robbers have auto- 
matic rifles.” 

This week, President Endara 
said that he hoped US troops 
would not be called upon again 
to restore law and order, but 
doubts persist US armoured 
vehicles have beefed up secu- 
rity around the prison where 
ex-Col Herrera is held. 

Meanwhile, US economic aid 
is being made conditional on 
advances befog made In dgn- 
mg a Mutual Legal Assistance 
Treaty. Only 3120m (£62 .5m) 


The treaty would systema- 
tise regular US investigations 
into drug-money laundering 
through the Panamanian off- 
shore finance and hanMny cen- 
tre. The US also wants to' 
extend this to US tax-evasion 
investigations. 

Ironically, Gen Noriega who 
after his surrender was 
whisked to Miami to face 
charges on drugs money laun- 
dering, may yet go free. Logoi . 
squabbles over the release of 
Gen Noriega’s funds to finanne 
his defence, the leaking of con- 
fidential telephone conversa- 
tions with his attorneys which 
were taped by the prison _ 
authorities, and difflcultiies by 
his defence lawyers in obtain- ' 
ing what they regard as key 
evidence from his former CIA 
paymasters, have led to a 
growing belief in the US that a 
mistrial may be declared. . - 

Ih retrospect, what was por- 
trayed last Christmas as a 
noble cause in the defence of 
democracy and vital US inter 
ests in Panama, has emerged 
as a plctnre of bungled US for- 
eign policy. US troops had to 
oust a one-time US ally,. after - 
economic sanctions had Med, 
and the combined cost paid by 
the Panamanian people. lor 
their liberation is increasingly 
viewed In Panama City as 
unacceptable. 

It . is food for thought this 1 
Christmas, as almost half a - 
million US troops stand poised 
on the border of Kuwait, ready: 
to depose another Third Worid 
autocrat who has foikm out of 
favour with Washington. 
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UK NEWS 


UK urges Brussels to drop prosecution over beaches 

By John Hunt, Environment Correspondent 


THE 




.- — government is todav 
launching a hid to persuade 
toe European Commission to 
«n>P its prosecution of Britain 
over ita dirty beaches, 

]£ ti PP ler ' Minster 
of State for the Environment, 
wUi tell Mr Carlo Blpa di 
Means, the EC Environment 
?,°™^oner in Brussels, 
(hdt Bri tain 15 bringing for- 
ward the date by which afl of 
its beaches will be able to 
meet the standards laid down 
in. the Community's bathing 
waters directive. 


O riginally Britain said this 
could be achieved by the year 
2,000. Now Mr Trippier is say- 
ing that nearly aH the beaches 
Will meet the s tandar ds by 
1896 a nd that the remaining 
few - about nine - will amir 
ply by 1997. 

There are 136 UK beaches 
that do not meet the standards 
and the Commission has 
started proceedings against 
Britain in the European Court. 

**X don't see why we should 
be in the dock about this,” 
said Mr Trippier yesterday. 


“We just can't do .any more 
than we are at the moment.” 

He will meet Hie EC commis- 
sioner at the two-day meeting 
of EC ministers which starts in 
Brussels today. 

Measures to enable member 
states to introduce tax incen- 
tives on cleaner cars which are 

less polluting wfll also be dis- 
cussed during the debate on 
the vehicle wniednuff directive 
which introduces stricter stan- 
dards for exhaust emissions. 

The tax incentives would 
aim to encourage “greener" 


cars ahead of a farther tight- 
ening of standards later in the 
decade. 

“We hope to work for a posi- 
tion on the availability of tax 
Incentives which all our part- 
ners can accept," said Mr Trip- 
pier. “As a member state we 
are prepared to consider fiscal 
in centiv es.” 

Britain win al so be pressing 
for an earlier deadline to 
phase out of all CPCs (chJoro- 
flaorocarbons) which damage 
Hie ozone layer. 

The meeting will be discuss- 


ing Enropean Community 
compliance with the Montral 
Protocol provisions which stip- 
ulate abolition of all CPC nse 
by the year 2,000, a 50 per cent 
cut by 1995 and an 85 per cent 
reduction by 1997. 

It had been thought that 
abolition by 1997 was unac- 
ceptable because it would be 
impossible to find a substitute 
for CPCs used In medical aero- 
sols by that time. But Mr Trip- 
pier believes that these substi- 
tutes will now be available by 
that d q t a . 


Nadir wins 
bail backing 
in Ankara 

By David Barchart! 
and Raymond Hughes 



Mr Asil Nadir 
TURKEY yesterday said it 
supported efforts by Turkish 
banks to raise the £ 2 m needed 
to secure the release on bail of 
Mr AsiL Nadir, the chairman of 
Polly Peck international. 

The Turkish Foreign Minis- 
try said: “Mr Nadir is our citi- 
zen. On the subject of bail. 1 
know that banks in Turkey are 
making a significant effort and 
the Turkish government fully 
supports this^ We hope the 
British judicial system will 
solve the issue in a fair way." 

London lawyers for Mr 
Nadir, who have been trying 
since Monday to raise the £2m, 
could not be contacted yester- 
day for comments on the for- 
eign ministry's statement. 

Powerful advocacy on Mr 
Nadir's behalf is believed to 
have come from Mr Rauf Denk- 
tas, the TurkisbCyprtot leader, 
who visited Ankara this week. 
On Tuesday, he told journalists . 
he was hoping for Turkish 
backing to find bail for MrNa- 
dir. 

Mr Nadir spent a third night 
in London's Wormwood Scrubs 
prison, to which he had been 
taken on Monday when he was 
unable to raise all the £3-5m 
bail set by Sir David Hopkin, 
the chief metropolitan magis- 
trate, at Bow Street court It is 
believed to be the largest bail 
figure set by a British court 

Mr Nadir was visited yester- 
day by Mr Martin Lewis, one of 
his solicitors, who said his cli- 
ent was in good spirits. A 
Turkish diplomat also saw. Mr 
Nadir. 

An application to vary Mr 
Nadir's ball conditions 
appeared in yesterday's list of 
High Court business, but no 
lawyers arrived to pursue it 


Looking to the new political year there is one lesson: expect the unexpected, 


Not least of the mysteries is the future role of Mrs Margaret Thatcher 

Major’s path is still uncertain 


By Philip Stephens, Political Editor 

If 1990 proved one of the most 
tumultuous years in recent 
political history, 1991 promises 
to be one of the more fascinat- 
ing. 

The manner of Mrs Margaret 
Thatcher’s departure provided 
a salutary reminder of the per- 
ils of political prediction. 

It was startling enough that 
the Tory party was ready to 
remove her. But anyone who 
had sketched out a sequence 
which began with a devastat- 
ing speech by Sir Geoffrey 
Howe and ended with a poll 
tax review beaded by Mr Mich- 
ael Heseltine would have been 
invited to write the plot for the 
next political thriller to 
become a best seller. 

So those convinced by the 
new certainties emerging at 
Westminister - that the only 
questions about the general 
election are the date and the 


size of the Tory majority - 
would be wise to make allow- 
ance for the unexpected. 

Instead, 1991 might best be 
looked at something like this:' 
there wiD probably be an elec- 
tion, but it is not certain; the 
most likely date is October but 
it might well be June and there 
is a small possibility that it 
conld be March; on current 
form Mr John Mai or should 
win, but few of his colleagues 
dismiss the possibility of a 
hung parliament and a few are 
prepared to admit that Labour 
conld just scrape through; if 
Mr Major loses he might well 
find himself the shortesteerv- 
ing Tory leader since Sir Alex 
Douglas-Home; if Mr Neil Kin- 
nock loses he will be replaced 
as suddenly as was Mrs 
Thatcher. 

There can be no doubt about- ' 
the new mood of optimism 
sweeping through the Tory 
Party. Ministers nowadays 
travel to cabinet meetings with 
smiles rather than frowns on 
their faces. 

The panoply of policy “nogo 
areas" under Mrs Thatcher is 
gradually being dismantled. 
Ministers talk of policy reviews 
based an rational debate rather 
than of huddled discussions 
held in fear of offending the 
prevailing prejudices in Down- 
ing Street 

In the battle for the votes of 
the uncommitted, Mr Major is 
shifting the centre of gravity in 
the Tory Party back towards 
the centre. 

He has not done a great deal 
yet but there are straws in the 



In the battle for the votes of the uncommit- 
ted, Mr John Major (pictured above with 
his wife) is shifting the centre of gravity in 
the Tory Party back towards the cen- 
tre.. .but Britain’s partners in the European 
Community may be unwilling to offer the 
“fudge” on a single currency that Mr 
Major needs. The prime minister himself is 
untested and the Gulf crisis is full of traps. 


wind. Mr He seltin e ’s poll tax 
review seems set to conclude 
that there is only one way to 
deal with the flagship of Mrs 
Thatcher's third term - to sink 
it. The rating system is slowly 
being lifted from the ocean 
floor. 

The (irime minister is no 
instinctive federalist but his 
emollient tone at the Rome 
summit is the precursor for a 
more pragmatic approach in 
the substance of policy towards 
Europe. 

He, like most in the Tory 
party, does not want a single 
currency, but if the others are 
determined to push ahead then 


Britain wffl. he part of it. 

There are other areas where 
the direction of policy will 
change. 

Those wishing to speculate 
about the budget could do 
worse than to look at how Mr 
Norman Laxnont. the new 
Chancellor of the Exchequer, 
may make a start of streamlin- 
ing the tangle of poverty traps 
at the bottom end of the 
income scale. 

In Mr Major’s view the rich 
have had their incentives. R is 
time for a few rungs to be 
inserted at the bottom end of 
the income scale. 

. But the question Mr Major 


Christmas crackdown on credit 

Emma Tucker, in London’s West End, on shoppers and borrowing 


Y ESTERDAY’S crack- 
down in the promotion 
of consumer credit was 
in part a reaction to the belief 
that credit card borrowing to 
finance spending has got out of 
hand . 

But the government’s 
announcement coincided with 
one of the quieteet Christmas 
shopping sprees in recent 
years, and shoppers in Central . 
London were quick to cl a i m 
that they were being more 
responsible in their use of 
credit cards than was. com- 
monly believed. 

Concern over credit card 
debt was fuelled last month by 
figures from the CSO showing 
that the amount outstanding 
on credit cards was £7.1bn at 
the end of October. 

The CSO said new credit 
advanced on credit cards in 
October totalled £2bn, but it 
also pointed out that much of 
that would have been paid off 
at the end of the month. 

Barclaycard said yesterday 
almost half its customers paid 
their debts in fvdl at the end of 
each month - three years ago 
that figure was 41 per cent, 
since when the proportion has 
risen every year. ■ ■ 

It said borrowing on Barmy- 
card in October - the amount 
outstanding at the end of the 
month - was op 4 per cent on 
September, which it said was 
normal for the time of year. 

So while the CSO figures 
showed a sharp increase, the 
evidence from the big credit 
card tenders was that borrow- 
ing was normal. 

Mrs Elizabeth Stanton, direc- 
tor of die Retail Credit Group, 
a trade association of retail 
finance companies, said: 
“There is something odd in the 
figures. There doesn’t seem to 
have been any great explosion 
either in credit or in sales." 



Shopping by card: caution i 

The group’s figures showed 
that the total amount owing on 
retail cards did not change sig- 
nificantly from August to Octo- 
ber, staying roughly at a level 
of £L2bDU 

This year, faced with the 
slump in high street sales, 
retailers are offering attractive 
deals to Christmas shoppers. 

But anecdotal evidence from 
Christmas shoppers in Central 
London would suggest that 
this year's shoppers, more 
timid than last year's, have 
woken up to the dangers of 
credit card borrowing and are 
reacting anyway to the high 


i growing among customers 

cost, of borrowing without any. 
help from the government 

London's central shopping 
district, clustered around the 
main thoroug h fares of Oxford 
Street and Regent Street, is 
normally a seething mass of 
shoppers as Christmas 
approaches. This year many 
retailers point to a worrying 
lack shopping hysteria. 

Mr lan Conldrey, shopping 
in Oxford Street, was not a vic- 
tim of the credit card 

hard selL He bad never had a 
credit card. “1 know what I am 
like,” he said. "I would go 
straight out and spend all my 


money. 

In another shop, Mrs Penny 
Cann said she was equally on 
top of the situation. She bad ll 
credit cards - a combination 
of bank credit cards and store 
cards - but no debts to pay. 
Shopping with a credit card 
was purely a matter of conve- 
nience. 

“X don’t run up debts, but 
pay all the cards off at the end 
of each month,” she said. 

Less lucky was Miss Katie 
Orchard, a personal assistant, 
who said that in order to afford 
the cost of living hi London, 
she faced a choice of either a 
bank overdraft or a credit card 
debt She believed the credit 
card alternative to be the 
cheaper. 

“I don’t like using my Access 
card, because it takes so long 
to pay it off." she said. “I have 
had it for a year and a half and 
i have never managed to get it 
down to nought” 

Her debt is now running at 
around £700. “I am having 
problems paying my debts 
now, let alone after Christ- 
mas." she said. 

Unlike Miss Orchard, Mr Pat- 
rick Bateson, who works for 
London Underground, said he 
enjoyed the convenience of a 
credit card but conld get by 
without one. 

"It bothers me being . in 
debt," he said. “I try to pay it 
off at the end of every mouth 
and I only really use it for 
booking holidays.” 

All the bodies responsible for 
issuing retail or credit cards 
continue to stress the caution 
with which they do so. Marks 
and Spencers, which only 
accepts its own retail card, said 
that its decision to issue the 
card, was in response to cus- 
tomers needs rather than as a 
means of encouraging them to 
seek credit 


must be asking himself is 
whether promises for the 
fixture are enough. 

As poll tax bills averaging 
over £400 drop through their 
letterboxes in April, it can 
hardly be taken for granted 
that they will applaud the gov 
eminent because it has prom- 
ised to abolish it 

Nor can the government 
afford a pre-election spending 
spree to give authority to its 
credentials as a generous 
guardian of public services. 
Power now is in the Hands of 
Treasury men. 

They are convinced that 
inflation will fail much fester 
than generally expected next 
year, but they are not all con- 
vinced that there will be room 
for a significant relaxation of 
fiscal policy. . 

There are other uncertain- 
ties. Sterling’s position in the 
European exchange rate mech- 
anism is providing a brake on 
the interest rate cuts which 
will be needed to prevent an 
uncontrollable slide into reces- 
sion. 

Britain's European partners 
may be unwilling to offer the 
“fudge" on a single currency 
that Mr Major needs. The 
prime minister himself is 
untested. The Gulf crisis is foil 
of traps. 

Labour will do its utmost to 
exploit the dilemmas. The rhet- 
oric has changed, Mr Knrnock 


will agree, but where is what 
the Americans refer to as the 
beef? 

Mr Khmock’s party is not as 
disconsolate as has been 
suggested. Mrs Thatcher’s 
departure undoubtedly proved 
a trauma -for the opposition; 
dashing its hopes that it could 
simply wait for her to hand 
over power at the election. 

But the latest opinion polls 
have shown Mr Major’s honey- 
moon lead pared to about three 
points. 

Mr Kmnock’s performances 
in the Commons this week 
were notably more confident 
There is talk of a new year 
offensive to emphasise the pos- 
itive aspects contained within 
Labour’s policies. 

There is another impondera- 
ble cheering the spirits of 
Labour MPs and sending shiv- 
ers down the spines of Tory 
ministers. No-cne at Westmin- 
ister knows what role Mrs 
T hat c her may choose to play 
in the election campaign. 


BRITAIN IN 
BRIEF 



He also welcomed the 
European Community’s recent 
decision to lift its ban on 
investment in Sooth Africa. 

Speaking at a House of 
Commons select committee, 
the foreign secretary urged 
Commonwealth countries to 
consider restoring sporting 
links with Pretoria, and 
defended government’s policy 
of linking aid levels to “good 
government” in the recipient 
countries. 


Crime rises 
by 16 % in 
last quarter 

Recorded crime in England 
and Wales was 16 per cent 

W gjiw- in th ird 

of this year than the same 
quarter last year, the second 
largest quarterly increase 
since records began In 1857. 

The figures show a 14 per 
cent rise in the year to the end 
of September compared with 
an average annual rise 
between 1980 and 1989 of 5 
percent 

The largest increases were 
in crimes relating to property, 
with burglary tip by 17 per 
cent and theft up 15 per cent 

Price Increase 
at Vauxhall 

Vauxhall, the UK subsidiary 
of General Motors of the US, 
is to increase the prices of its 
cars and light commercial 
vehicles by an average of 3.6 
per cent with effect from 
January 14. 

The Vauxhall move is 
expected to herald a round of 
price increases from other car 
makers in the UK in coming 
weeks despite the depressed 
state of the UK market. 



Hurd hopeful 
on S Africa 

There is a "reasonable chance” 
of a negotiated solution in 
South Africa although 
political violence in the 
country posed "the main 
impediment to progress”, 
according to Mr Douglas Hurd, 
tiie foreign secretary. 


.. .-A Jt' 

Hard: seeking solution 

Engine-maker 
cuts 600 jobs 

Cummins Engine, the 
loss-making US diesel engine 
producer, is to cut 600 jobs in 
the UK over the next 12 
months and transfer some 
activities to the US. 

The company, which has 
six British facilities, attributed 
the moves partly to this year’s 
collapse of the UK truck and 
bus markets. 

The cutbacks mean that by 
the end of next year Cummins 
will have lost 12 per cent of 
its UK work force of 5.000. 

Compensation 
for investors 

Some £i2m of compensation 
is expected to be paid to 
customers of investment firms 
which have gone bust in the 
past nine mouths, Mr David 
Walker, rfiairmaw of the. 
Securities and Investments 
Board, told MPs. 

This is sharply up on the 
£7m of the previous twelve 
months, and is likely to rise 
further by the time the 


Investors’ Compensation 
Scheme's financial year ends 
in April 

Mr Walker said it was right 
not to have raised the 
mariwinm pay-out under the 
compensation scheme from 
the £48,000 at which it has 
stood for the past two years. 

Action pledged 
on jail suicides 

Action to reduce the number 
of suicides in prison has been 
pledged by the government 
in the wake of a report from 
Judge Stephen Tumim, chief 
inspector of prisons. 

So Car this year 48 prisoners 
have taken their own lives and 
Judge Tumim’s report says 
strategies to prevent suicide 
are not working well enough. 
He calls for improvements in 
the design of cells and prison 
hospitals, and says a target 
date should be set for 
completing the installation 
of integral sanitation in cells. 

Approval for 
power station 

Powergen, the smaller of the 
two generating companies to 
be floated in February, has 
won planning consent for a 
new power station In southern 
England. 

The station, sited near 
Hoddesdon, Hertfordshire, will 
be one of the largest of the 
new generation combined 
cycle gas turbine (CCGT) 
stations. 

Arts funding 
reform delayed 

Mr Timothy Renton, the new 
arts minis ter, said plans to 
devolve the system of arts 
funding will be slowed down 
to give the proposed regional 
arts boards more time to get 
established. Mr Renton added 
that he remained committed 
to the devolution strategy 
which is intended to 
strengthen regional 
accountability and increase 
value for money. 

The devolution will now take 
place in two stages - the first 
In April 1992, with the timing 
of the second phase to be 
suggested by the Arts Council. 


World’s ‘fastest’ drophead goes on sale 



A British motor manufacturer has launched one of the country’s most expensive sports cars. The 
£98,000 Tempest (pictured above) is being produced primarily for overseas customers by the Jankel 
Corporation, based in Surrey, southern England. 

Mr Robert Jankel, the designer, claims The Tempest win be the world’s fastest drophead car in 
production - accelerating from 0-60mph in 3.5 seconds with a maximum speed of more 
200mph. The company plans to build six cars a month. 


U$S 75,000,000 


Latin American Investment Trust PLC 

(Incorporated in England under the Companies Act 1985 - Registered N* 2479975) 


Has selected for its investments in the Buenos Aires 
Stock Exchange 


Banco General de Negocios 

as its investment advisor 


July 1990 
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L ove’em or hate'em, 
many retailers and 
marketers have a lot 
to thank Raphael, 
Leonardo, Donatello and 
Michaelangelo for this Christ- 
mas. With the toy trade hit 
hard by the recession, sales of 
merchandise associated with 
the four Teenage Mutant Ninja 
Turtles (or Hero Turtles in the 
BBC’s watered-down version) 
have put the only real sparkle 
into a moribund toy market in 
recent weeks. 

Especially grateful for the 
popularity of the albeit heavily 
hyped Turtles this Christinas 
is Japanese electronics com- 
pany Nintendo, manufacturer 
of the Nintendo Entertainment 
Systems' video cartridge game. 

Although this game became 
the most popular toy of the 
1980s in both Japan and the US 
- it has been the top-selling 
toy in the US for an unprece- 
dented three years running - 
Nintendo failed to crack the 
UK toy trade. Not only that, 
demand for the video game in 
the UK lags behind every other 
major market in the world - 
from Australia to Scandinavia. 

Yet this Christmas, retailers 
report that Nintendo is up 
there with the Turtles at the 
top of the UK's toy-buying list, 
having overcome retail and 
consumer disenchantment 
with video games. It is selling 
strongly in a depressed toy 
market, bucking the trend 
towards safe and reliable 
favourites such as Lego, Barbie 
dolls, and Scalextric race sets. 

“It’s come through from 
nowhere to establish itself as 
the best-selling new toy prod- 
uct apart from Turtles," says 
Gerry Masters of the British 
Association of Toy Retailers. 

Most in the toy trade would 
have confidently bet that high- 
value, electronic toys were 
doomed to remain on the shelf 
this Christmas. However, Nin- 
tendo is the only video-game 
company to offer an adventure 
played out on television 
screens featuring the Turtles 
whose crime-fighting activities 
are the "in" craze this Christ- 
mas. The game retails at £79.99 
for the game console plus soft- 
ware cartridge (or £35.99 for 
the software alone). 

The popularity of the Turtles 
has been "the catalyst that we 
were waiting for," admits Mike 
Hayes, marketing manager for 
Bandai (UK) which markets 
Nintendo in the UK. "We’re 
about two and a half years 
behind the States in terms of 
Nintendo's market penetration 
and needed something dra- 
matic to give us a boost" 
Nintendo’s popularity in the 
US - it has 80 per cent of the 
video games market and is 


MANAGEMENT: Marketing and Advertising 


Computer games 


Nintendo zaps its 
Christmas rivals 


David Churchill explains why the Japanese product is finally 
enjoying in the UK the popularity it has experienced elsewhere 



Alu Hupar 

Nintendo has caught the public imagination riding on the back of Ora Ninja Turtles’ popularity 


established in one out of every 
three households - ha d first to 
overcome the scepticism of 
both retailers and consumers. 
Video game products had been 
the boom sector of the toy 
trade worldwide in the early 
1980s, pioneered by companies 
such as Atari. 

But over-rapid growth, and 
too many inferior quality copy- 
cat products quickly burnt out 
the market. Few retailers 
seemed willing to risk invest- 
ment in what they saw as yet 
another fickle game fed. 

Nintendo wooed American 
retailers with the promise of a 
"bay-back” of any unsold 
stocks and a saturation adver- 
tising campaign to build 
demand. It also concentrated 

efforts on maintaining high 
quality software (unlike some 
of the cartridges sold in the 
early 1980s) by controlling the 
manufacture of all games 
played on its marhineg. 

Its marketing strategy also 
included broadening the range 
of games to expand the player 
profile, moving away from the 
core target market of boys 
aged from seven to 14 and 
appealing to pre-school age 
children, girls, and adults. 
Four out of every ten Ameri- 


can users of Nintendo are 
adults and many play Nin- 
tendo sports games for exam- 
pie, during lunch breaks In 
offices. 

Nintendo’s US success 
encouraged it to market the 
game internationally, with con- 
siderable success in most Euro- 
pean markets - especially 
Scandinavia and Fiance - but 
not in the UK. The problem in 
Britain was the lack of a clear 
marketing strategy com- 
pounded by uncertain support 
from UK distributors, first Mat- 
tel of the US and then Nin- 
tendo’s UK licensee. 

However, in the summer of 
last year. Serif Cowells, the UK 
quoted games company which 
ma de its fortune from selling 
Trivial Pursuit in the UK, took 
over marketing Nintendo in 
the UK. Serif started to imple- 
ment a new marketing plan 
but found that Nintendo 
required it to invest £60m in 
stocks which it could not 
afford to do. So its marketing 
team — hiwded by H&yOS — 

went to another Japanese com- 
pany, Bandai, which had 
already worked closely with 
Nintendo in marketing the 
video game in France. 

"The rapid changes in dis- 


tributors didn't help us get a 
co-ordinated approach," admits 
Hayes. Nintendo’s lack of focus 
on the UK market, however, 
enabled another Japanese 
video games company, Sega, to 
make inroads into the UK mar- 
ket with a wimfiar video game. 

Hayes strategy has been to 
concentrate on the core market 
of seven to 12 year-old boys. 
Some £2m worth of television 
advertising this year (double 
that spent in 1988) is aimed, he 
says, at creating "pester 
power". "We want the kids to 
be aware of our game and keep 
on asking their parents for it 
by name rather than just say- 
ing they want a video game." 
says Hayes. 

"Our aim is to get our con- 
soles into as many homes as 
possible before we can think 
about broadening our market." 
This strategy is aimed at capi- 
talising on the “blocking chip” 
in Nintendo consoles which 
prevents other game cartridges 
from being played on the 
machine. 

The importance of getting 
consoles into homes is based 
on simple economics; for every 
console sold (at about £80 each 
if not part of the special Turtle 
promotion) the average Ameri- 


can user buys nine cartridges 
(at about £30 each), altho ugh 
the international average is 
five cartridges per machine. 
These cartridges, moreover, 
provide higher margins for 
manufacturer, distributor, and 
retailer than the console 
"Clearly the more game car- 
bridges we can sell, the better," 
admit s Hayes. 

Yet building brand loyalty 
with consumers was only part' 
of the strategy; the other has 
been to win retailer support. 
"Our approach has been to 
work with retailers and to seQ 
to them only the stock they 
can themselves sell," says 
Hayes. Big retail accounts are 
monitored weekly: “If a partic- 
ular game isn’t selling well, we 
take it back and give them 
another." 

Such an approach has won 
over the sceptical trade buyers 
from all the major retail 
chains, with Dixons iwmtwg on 
board earlier this year and 
quickly becoming Nintendo’s 
major UK stockist. From 200 
retailers stocking Nintendo 
games 18 months ago, the num- 
ber has now reached over 2JJ00. 

Bandai has also invested 
e lm in new merchandising 
equipment - some displays 
allow children to try out the 
game in store. “Our research 
showed that 60 per cent of final 
purchasing decisions were 
taken as a result of seeing an 
in-store display." says Hayes. 

Nintendo’s UK strategy wifi, 
if all goes according to plan, 
follow the pattern set in the US 
and in continental Europe. 
Within a couple of years, the 
marketing push will aim at 
broadening the appeal to 
adults and teenagers. Already 
Nintendo has moved In this 
direction with the la unch into 
the UK of a hand-held p™* 
called Gameboy to appeal to 
these groups. 

These plans, however, could 
go awry if the recession, deep- I 
ens. “But we’re still at that 
stage in our growth cycle 
where we’re considered a fash- 
ionable game,” believes Hayes. 
"I think even in a recession 
people want to buy the latest 
craze. Our job is to extend the 
product’s through devel- 
oping CfUngg people want and 
other ny « for tv»p machine." In 
the US, Nintendo already has 
ambit ions plana for developing 

its existing consoles into per- 
sonal computers to tackle 
head-on computer giants such 
as IBM and Apple. "But that’s i 
still some way off for us," ! 
admits Hayes. 

An article on the implications 
for Europe’s software industry 
of the success of Nintendo toiU 
appear on to m o r row's Technol- 
ogy Page. 


Stone’s gingers up sales 

Philip Rawstome reports on one of the UK’sjirstown-Iabeb 


N othing marks Hie 
onset of the British 
winter more surely 
than the first 

appearance of a television 
advertisement for Stone’s 
Original Green Ginger Wine. 

In Britain, Stone's Is still 
widely regarded as an agree- 
able substitute for central 
h eating ; mix It with whisky, 
into the cockle-warming 
“Whisky Mac" popularised by 
an Indian Army colonel named 
MacDonald in the 1800s. 

“It’s what winter was made 
for,” the advertisements pro- 
claim with the confidence of a 
brand that survived 250 
such seasons. 

Made since last year in 
Leeds by JE Mather, a subsi- 
diary of Matthew Clark, the 
country’s largest independent 
distributor of wines and 
spirits, the ginger wine has 
been closely linked for most of 
its history with the City of 
London, the coat of arms of 
which is featured on its labels. 

13a Stone’s brand name can 
claim to be one of the first 
retailers* "own-labels". It 
traces its origins to a distillery 
established at Holbom Bridge 
by Robert Walsham In 1740. In 
1751 parliament attempted to 
control the consumption of 
spirits by forbidding distillers 
to retail their products - and 
Walsham is believed to have 
sold his ginger wine through a 
grocer named John Stone, an 
old neighbour and friend. 

By 1804 the distillery was 
producing 300,000 gallons a 
year of spirits, mainly gin, and 
wine. Sales of ginger wine 
boomed, especially during the 
cholera epidemic of 1832. The 
concoction - made from 
adding ginger to the liquor of 
fermented currants and raisins 
- was believed to have medic- 
inal pr operties that provided 
some protection against the 
disease. 

In 1848 Joseph Stone, the 
13th gbiw of John Stone the 
grocer, set up his own busi- 
ness as a wine and spirit mer- 
chant, and stamped his name 
Indelibly on the ginger wine. 
He was the first to use the City 
of London's anus on his foliate 
- apparently with the author- 
ity of his brother-in-law. War- 
ten Storms Hale, a City aider- 
man, sheriff and eventually 
lord mayor.’ 

By 1907, an article in The 
Standard newspaper was rec- 
ommending it as an after-din- 
ner liqueur or, diluted with 
water, as a refreshing draught 
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Customers at this time 
included regional brewers 
such as Adnams of Soufhwold, 
and Bldridge Pope of Dorches- 

The company, incorporated 
in 1916, used advertising to 
promote the product increas- 
ingly in popular newspapers 
such as the Daily Mail during 
the 1920s and 1930s. EW Bar- 
ney, a founder of the Associa- 
tion of British Advertising 
Agents, coined the long- 
running slogan: “Sip it. Drink 
ft, Drain It” A variety of ficti- 
tious characters from Old Sam 
fta marfp to the Merrie Monk 
(until protests came from the 
churches) radiated the prod- 
uct's “genial good cheer". 

Though hit by shortages of 
supplies - sugar and ginger 
came from the West Indies - 
Stone’s struggled through the 
Second World War. Its for- 
tunes were revived by a deci- 
sion to become one of the first 
advertisers on the new inde- 
pendent television network in 
the winter of 1956. The black 
and white commercials 
Included one, considered 
rather daring, of a young 
woman reclining on a sofa, 
urging her boyfriend not to be 
cold, and have a Stone’s. 

The impact was immediate 
- sales increased every year 
until, in 1964, they reached 
600,000 gallons. Hie success of 
tiie Rolling Stones pop group 
in the 1960s came as a promot- 
ional bonus. “What do you 
expect for 15 bob - Mick Jag- 
ger?” asked a Stone’s adver- 
tisement. 

The 1960s brought a merger 
with Matthew Clark, and the 
first serious move Into export 
markets. A licensing agree- 
ment for the production of 
Stone’s was signed with 


doceT. to make the ginger 
wine In Australia. 

The Australian market now 
accounts for a quarter of 
Stone’s worldwide sales of 
more than 400,000 cases (of 12 
x 70cl bottles) and Is second in 
importance to the UK, with 
sales of 250.000 cases. 

Now sold in 42 countries, its 
appeal Is based not only on its 
versatility as a mixer - a& a 
winter drink with rum or 
whisky; or in summer with 
Coca-Cola. lemonade, or soda 
water - but on other real vs 
imagined qualities. 

In the Caribbean - where 
the people of St Kitts drink 
more of It than anybody else 
in the world with a yearly 
average of four bottles each - 
It owed much of its original 
popularity to its supposed 
potency as an aphrodisiac. 
Advertisements, now banned, 
claimed It ■‘Increases . male 
virility ... stimulates appe- 
tite... increases sex drive.” 

The same West Indies adver- 
tisement also stressed its abil- 
ity to "restore lost ener- 
gy .. . Increase blood 
flow . . . cure coughs and 
colds." And the wine is widely 
drunk for such therapeutic 
reasons from the US to Japan. 

hi Malaysia, to conform to 
Chinese ideas of what is lucky 
as well as what Is good for the 
stomach, the wine Is sold In 
bottles with red labels instead 
of the more familiar green. 

The Stone’s brand name is 
also being extended. A pre- 
mium wine. “Exhibition 1912”, 
.made from an old recipe dis- 
covered In the distillery's 
archives, was introduced in 
1984. 

"Stone's has come a long 
way." says diaries Maxwell. 
“But as a brand there are still 
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Power link 
boost for 
Long Island 

THE world’s longest 
underwater power transmis- 
sion cable, stretching along 
the Long Island Sound in the 
US, is currently being laid in a 
2100m (£51. 8m) contract 
between the New York Power 
Authority and Pirelli, the Ital- 
ian tyres and cables group. 

The 32-mile double-ar- 
moured submarine cable, 
made at Pirelli's works near 
Naples, is due to link Long 
Island to the New York State 
electricity grid by the middle 
of next year, in a project 
expected to save around $lbn 
in electricity costs over the 
next 25 years. 

The 345 kilovolt circuit will 
have a capacity of 600 mega- 
watts. The 4,500 tonne cable, 
which has just arrived in New 
York aboard Pirelli's Giulo 
Verne cable-laying vessel "Is 
the largest fluid-filled cable 
ever used In the US", accord- , 
ing to James McCourt, of the 
company's US cables systems 
division. 

In all, four cables, measur- 
ing 15cm in diameter, will pro- 
ride Long Island with urgent- 1 
ly-needed electricity from 
power stations in upstate New 
York and Canada. 

Work on the underwater 
phase of the project began in 
October 1989 following 
lengthy surveys. The next 
stage, undertaken this 
autumn, involved removing 70 
obstacles blocking the route. 

Despite delays, including a 
four-month gap to accommo- 
date summer boating traffic 
and meet environmental con- 
siderations. Orlando Rai- 
mondo, president of Pirelli 
Cable, says the project is 
expected be completed on 
schedule. 

The new generation of high- 
voltage, double-armoured 
cables have posed a challenge 
to cable-laying companies, as 
their weight and bulk make 
them too big for conventional 
cable-laying ships. According 
to Pirelli, a huge rotating plat- 
form fitted to the stem of the 
Giuilio Verne allows it to 
instal cable at three times the 
stress limit on typical cable- 
ships. Installation on the sea- 
bed will be done by two robot 
submarines manufactured by 
Pirelli Jacobson, the nautical 
rescue and salvage group 
bought by Pirelli in 1986. 

Haig Simon! an 


•‘Wine is the most healthful and 
most hygienic of beverages.’' - 
Louis Pasteur. 

O nce - long ago - I 
caused deep offence 
to a brewer abroad 
by asking to inter- 
view him about "chemical 
beer”. I had fallen for a popular 
myth which still has currency, 
namely that some alcoholic 
drinks are synthetic, made 
from a cocktail of chemicals. 

This is no more true of 
branded drinks than of foods; 
although their “naturalness” is 
no guarantee of purity, any 
more than it is for food. Every 
drink contains a catalogue of 
chemicals drawn from the soil, 
plants, and process waters, as 
well as by-products of biochem- 
ical reactions, and a few the 
manufacturer has thrown in. 

But the alcohol we drink is 
made by fermentation, also 
known as industrial microbiol- 
ogy or biotechnology. Yeast, a 
living micro-organism, when 
fed on a solution of sugars will 
turn them by biochemistry 
into ethanol (ethyl alcohol) and 
carbon dioxide. 

This reaction continues until 
the brew is rich enough in eth- 
anol to stop it. Wines normally 
reach about 10-15 per cent etha- 
nol - the higher level in, say, 
a full-bodied burgundy - 
before the reaction stops. 

Ethanol is a curious chemi- 
cal, rich in idiosyncrasies. 
Odourless and "water-white", 
it mixes with water in all pro- 
portions. If the water is pure, 
such mixtures will have nei- 
ther taste nor flavour - they 
are called neutral spirit - 
although high concentrations 
will burn the mouth and 
throat. Around 40 per cent eth- 
anol - about 80 proof, the con- 
centration. of most branded 
spirits - seems a natural limit 
for human tolerance. Higher 
concentrations can be a rather 
unpleasant sensation, as I 
learned as a young chemist 1 
have a Polish vodka of about 
120 per cent proof that rekin- 
dles the memory. 

Any flavour or aroma comes 

from elsewhere - from such 
feedstocks as grapes, potatoes 
or molasses, from the water 
supply, or from the casks in 
which it has been stored. Syn- 
thetic alcohol, made chemi- 
cally from a petroleum feed- 
stock. would be both purer and 
substantially cheaper, but 

would still be unacceptable to 

the 90 per cent or so of western 
people who drink alcohol at 

least occasionally. 

There is a delightful Ameri- 
can book called “Moonshine” 
about the pursuit of illicit dis- 
tillation in North Carolina, 
which includes this graphic 


Essential ingredient 
in any celebration 

David Fishlock raises a glass to ethanol, the 
chemical which underpins every alcoholic drink 



description of the "mash" of 
com meal, sugar, water, yeast 
and malt commonly used by 
entrepreneurs to make alcohol 
in that State. “Maggots spawn 
in mash. Rats, snakes, owls, 
possums, foxes and other small 
creatures find their way to it 
and drink it and get drunk and 
fell in and drown. Sometimes 
the bootlegger puts his own 
wild-life in it to discourage 
mash hounds, alcoholics who 
discover the mash and sip it 
through reeds." 

Licenced distillers start with 
a similar mash in this area but 
practise better hygiene. Ironi- 
cally enough, one of the most 
deadly ingredients of illicit 
liquor is lead dissolved from 
the makeshift plumbing in dis- 
tilling the mash. 

Sdentists sometimes need an 
exceptionally pure kind of alco- 
hol, known as spectroscopi- 
cally pure ethanol, for more 
sensitive kinds of analysis. For 
this, it is distilled at least four 
times. 

Another curious property of 
ethanol is the way it potenti- 
ates flavours and odours, get- 
ting the most out of traces of 
foreign substances. This is well 
known to the perfume chemist, 
too. Top perfomiers will also 


stress that they use distilled 
and not synthetic alcohol. 

But the food processing 
industry uses synthetic alcohol 
because it Is cheaper as well as 
purer in many products. 
Including Christmas cakes and 
puddings. Cooks exploit this 
potentiating effect, both to 
bring out the flavour of other 
foodstuffs such as meats and to 
add piquancy. But don’t waste 
the best brandy to flame 
Christmas pudding for what is 
almost entirely theatre. 

Ethanol reacts with the 
brain. As a medical friend of 
mine Is wont to say, memory Is 
soluble in alcohoL 

There is also experimental 
evidence, although ft is a diffi- 
cult area to study objectively, 
for reasons once Illustrated by 
the late Dr David Carrick. in 
an executive health cohrnrn he 
wrote for this newspaper. He 
advised that, when questioning 
someone about drinking habits 
and that person replies laconi- 
cally “oh, about a bottle a day 
- and the odds and sods”, 
leave the bottle aside. Concen- 
trate on the "odds and sods". 
They can add up to more than 
another bottle. 

What the scientist calls cog- 
nitive impairment has 


attracted much scientific atten- 
tion lately. But Dr Christine 
Clifford, a psychiatrist with the 
University of Tasmania, in the 
latest issue of the Australian 
journal Drag and Alcohol 
Review, accuses researchers of 
ducking the question of just 
how much alcohol "is too 
much for normal healthy cog- 
nitive functioning”. 

The scientific literature 
tends to characterise those 
who drink either as "social 
drinkers" or as “alcoholics", 
with no biochemical evidence 
to distinguish between them. 
(Dylan Thomas defined an 
alcoholic as “someone you 
don’t like who drinks as much 
as you do.") 

Once there was a view that 
as few as three glasses a day 
caused brain damage, but it 
was based on research now 
seen as fundamentally flawed. 
Reports in the past decade, 
however, suggest that the 
brains of those characterised 
as "alcoholics” are both 

smaller and li ghter . Dr Clifford 
says. 

A more popular topic is why 
alcohol gives you a hangover. 
Hie feet Is, it doesn't What- 
ever damage ethanol itself may 
cause to the month, throat 


gut liver, efc, it is not respon- 
sible for the pain in the head. 

Another medical friend once 
told me of experiments he 
managed early in the Second 
World War, when his London 
hospital had been cleared to 
await the first air-raid casual- 
ties. He saw a perfect opportu- 
nity to do long-cherished 
research into the hangover 
content of different drinks, 
using medical colleagues as 
guinea pigs. To minimise any 
subjective response, they were 
fed liquor by tube straight into 
the stomach. 

This experiment showed the 
drinks most likely to cause 
hangover were sherry and 
cheap red wine. Both are thick 
with what the chemist calls 
congeners - chemicals closely 
related to ethanol, which oxy- 
gen and timg will mostly elimi- 
nate. Least likely to cause 
hangover are vodka, which is 
an exceptionally pure alcohol- 
water mixture (even the distill- 
ing of dry gin invokes about 40 
other substances), and well-ma- 
tured drinks such as single- 
malt whiskies or premier cru 
claret 

Most d rinks not only rely at 
least partly an impurities for 
their distinctive flavour and 
aroma, they also contain more 
prosaic additives. Not many 
makers go to the extreme of 
Bailey's Cream, a liqueur for 
which tVvp scientists had to ftnd 
a way of stabilising and pres- 
erving an emulsion of choco- 
late, cream and alcohol. But 
many dr inks will have stabilis- 
ers, preservatives, colourants 
and foaming agents. A recent 
book called "Name Your Poi- 1 
son” lists about 20 chemical!? 
added to wines, and about 60 
added to beers. | 

Ethanol can also be used as I 
an anaesth et ic. Once there was 
nothing but alcohol end opium ' 
to relieve the agony of amputa- 
tions. Now there are much 
stronger and faster-acting 
agents. But the most potent 
are also addictive. Alcohol may 
still be given as well as other 
pain-kilters to ease severe 
chronic pain and make the 
medi ci ne more agreeable. 

Prof. James Payne, the Lon- 
don anaesthetist who devel- 
oped the science underpinning 
Britain's 1968 law introducing 
the breath test for drivers, 
used ethanol as a model anaes- 
thetic in his research because 
it produces a more graceful 
decline into oblivion than the 
powerful agents used In the 
operating theatre. He retained 
the cooperation of. his subject 
for most of the experiment His 
volunteers were invited to pick 
from his cocktail bar the 
anaesthetic of their dlff’CT 


Toys take school 
lessons into space 


By Lynton McLain 

CHILDREN’S toys and 
educational projects proposed 
by Britain's first Space School 
for children are likely to be the 
main experiments carried into 
space by Britain's first astro- 
naut A shortage of money has 
harmed the prospect of any 
major British-designed scien- 
tific experiments bring carried. 

Britain's first astronaut, 
either Timothy Mace or Helen 
Sharman, is to fly in the Soviet 
Mir space station in May as 
part of the Anglo-Soviet Juno 
space mission. 

In order to get some British 
experimental involvement and 
to use the mission to stimulate 
the interest of British school- 
children in space and science, 
Rodney Buckland, the organ- 
iser of Britain's first Space 
School, based at the Institute 
for Bioengineering at Brunei 
University, near London, has 
proposed a selection of toys for 
Mace or Sharman to carry 
alongside five educational 
experiments. These educa- 
tional experiments are still 
dependent on the Space School 

finding £100,000. 

Buckland says this money 
could be found readily by mod- 
est contributions from industry 
and commerce, but time is run- 
ning short, with the experi- 
ments needed in the Soviet 
Union wi thin only a few weeks. 
Without the funds, there may 
be no educational experiments, 
just the toys. 

The toys are all mobile and 
ultra-cheap, at £6 to £7 for the 
lot. They include a yo-yo, a 
gyroscope, magnetic marbles, a 
“space slinky" coil spring and 
a paper aeroplane. Individual 
schools can provide thrfr own 
toys for earth based experi- 
ments to compare with the 
way the toys behave in space. 

The toys in orbit will all be 
“operated” - played with - in 
the weightlessness of space. 

Buckland says “the Mir 
space station will become a 
classroom where the first Brit- 
ish astronaut can demonstrate 
live on television how familiar 
toys behave in a weightless 
environment'’ The work will 
help schoolchildren under- 
stand the principles of gravity, 
conservation of energy and 
momentum, inertia and other 
physical laws. 

Buckland and the Space 
School will encourage schools 


to pose questions about how 
the toys may behave in space 
and suggest experiments to 
find the answers as well as to 
predict results in (he absence 
of gravity. 

The Brunei Space School 
was launched in July with 102 
schoolchildren. A Space Class 
for 14-15 years olds and the 
European Space School for 
16-18 year olds was also held, 
at Brunei University last sum- 
mer for 250 children. 

The children were able to 
meet people who worked in the 
space industry, so learn about 
satellites, solar sailing - the use 
of cosmic “wind" to propel 
spacecraft - and rocketry. 

A "Mining the Moon” project 
was launched at the European 
Space School, at Brunei, In 
August. The experiments 
involved the creation of a 25 
square metre papier machd 
moon surface, with moon bug- 
gies, video cameras and robot 
arms for digging the “moon” 
soli and loading the buggies. 

Schoolchildren, from 16 
years to 18 years, operated vid- 
eo-based simulators in another 
room, as if they were trying to 
control the moon mining from 
earth. The students had to take 
account of the VA second delay 
between a signal going from 
earth - the room next door - 
to the moon and the same 
delay for a response from the 
surface of the moon. 

Although Brunei founded 
the first Space School, the idea 
is blossoming. Space Class 
Scotland ‘91 is to be held at 
Queen Margaret College, Edin- 
burgh, space Class '91 will be 
at Leicester University in 
April, and in August the Euro- 
pean Space School '91 will be 
held at the University of Kent 
for 16-18 year olds from mem- 
ber states of the European 
Space Agency. 

The ultimate space school, 
however, is probably the Inter- 
national Space Camp, an 
annual five day course at 
Huntsville, Alabama, where 
students teachers can experi- 
ence astronaut training with 
delegations from 21 countries. 

Space education for children . 
is becoming an practical part 
of school life. Dozens of UK 
schools have joined 10,000 US 
schools to study tomato seeds 
sent into space and recovered 
by the US Space Shuttle. 
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substantial presence in the US. The 


r ; . battleground Is shifting to Europe, 
11 a writes Kevin Done 
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The global 
network 


THE JAPANESE challeng e in 
the world motor industry has 
taken on daunting proportions. 
With 11 Japanese assembly 
plants and three engine plants 
operating in north America, 
the focus of the development of 
a global production network is 
now moving to Europe, which 
is set to become the battle- 
ground of the 1990s. 

In the US, Japanese cars 
already take more than 30 per 
cent of the market (indudine 
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Japanese-derived cars sold 
under US car makers’ badges), 
and the transplants, Japanese 
vehicle plants located overseas, 
accounted for 21 per cent of US 
car output in the first six 
months this year. 

A provocative study*, pub- 
lished recently after research 
undertaken by the Interna- 
tional Motor Vehicle Pro- 
gramme at the Massachusetts 
Institute of Technology, claims 
that "the speed and scale of 
this process are truly extraor- 
dinary. Nothing like it has ever 
occurred in industrial history. 

“In effect, between 1982 and 
1992 the Japanese will have 
built in the US mid-west an 
auto industry larger than that 
of Britain or Italy or Spain and 
almost the size of the French 
industry. By the late 1990s the 
Japanese companies will 


account for at least a third of 
north American automobile 
production capacity — perhaps 
much more - and have the 
ability to design am it manufac- 
ture entire vehicles in a wholly 
foreign culture 7,000 miles 
from their origins. “ 

Automobile production in 
Japan itself last year reached 
13m units, including cars, 
mini- vehicles, trucks and 
bases. Japan overtook the US 
as the world’s largest vehicle 
producer in 1980. Since then, 
its lead has not been chal- 
lenged. 0t ousted the US as the 
world’s biggest car-maker in 
1987.) Last year Japan 
accounted for 26 per cent of the 
world's vehicle production. 

Japan’s progress has been 
remorseless as domestic 
vehicle production has grown 
sevenfold in the last 25 years. 
The initial expansion abroad 
was through direct exports and 
the development of simple kit 
assembly operations overseas, 
but in the last decade as trade 
frictions have grown, the over- 
seas expansion has become 
much more sophisticated. 

Japanese vehicle makers 
have established fully-fledged 
manufacturing operations 
abroad, and in response to 
demands for higher local con- 
tent, they have looked increas- 
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ingiy to the use of local compo- 
nents suppliers. 

Local content remains a 
vexed Issue for thrfr overseas 
competitors, however. In the 
US. the vehicle assemblers 
have been followed by a wave 
of Japanese components sup- 
pliers, which also seek to glob- 
alise their operations and see 
the transplants as providing a 
bridgehead in foreign markets. 

With overseas assembly 
capacity either tinder way or 
already in place - total pro- 
duction capacity of the Japa- 
nese transplants in' north 
America could top 2.5m 
vehicles a year by 1992 - the 
Japanese axe now moving to 
the next phase of their over- 
seas expansion by setting up 
vehicle development and engi- 
neering resources abroad. 

Some foreign car-makers are 
still deeply sceptical as to 
whether their Japanese rivals 
will be prepared seriously to 
engage in such moves, prefer- 
ring to view the Japanese 
assault as being based on 
screw-driver plants with dubi- 
ous levels of local content 

Such a view overlooks devel- 
opments already under way, 
however, and it significantly 
disregards the attraction for 
Japanese producers, facing 
shortages of skilled engineers 


The rapidly changing face of motor business 
In Japan. (Above) Mazda’s multi-function 
M2 building, under construction, will serve 
as a Tokyo showcase for its vehicles-, to 
gather Information and opinion from 
consumers about models of the future, and 
as an Initial design and development centra. 
(Left) The new headquarters of Rover Japan, 


at home, of being able to draw 
on the wider reserves of the 
labour markets in north Amer- 
ica and western Europe. 

The imposition in the US of 
restraints on Japanese direct 
car exports at the beginning of 
the 1980s has probably acceler- 
ated the build-up of Japanese 
manufacturing capacity 
abroad, and the US ceiling cm 
car imports is now largely aca- 
demic as the volume of Japa- 
nese car exports has fallen, 
albeit modestly, in the last two 
years. (While the volume has 
fallen, however, Japanese car- 
makers have increased the 
value of exports by moving 
rapidly to more profitable exec- 
utive and luxury cars). . 

Japan’s automobile exports 
have been on a declining trend 
since 1985, when they peaked 
at 6.73m. In 1989 they fell by 3.6 
per cent to 5£8m. The continu- 
ing increase in production has 
been made possible by a surge 
in domestic demand in the last 
few years, which saw total Jap- 
anese new vehicle registrations 
lump by 8 per cent in 1989 after 
1L7 per cent in 1988. 

The country’s vehicle malc- 
ers are also investing in extra 
capacity at home, spurred by 
an increase in domestic new 
car sales of 18J5 per cent in 
1989 and 13J5 per cent in 1988. 


to be occupied by the UK group early next 
year, symbolises a major wave of Investment 
by western vehicle makers expecting nearly 
Y»m sales by the mid- to late-19S0s. (Right) 
Toyota’s Aralux, the muRl-atorey exhibition 
centre In Tokyo which has Just opened, 
houses the company's products In “lifestyle" 
settings, with bars, concert hall and a cinema. 



According to Mr Tetsuo 
Arakawa, its vice-president for 
international operations, Nis- 
san Motor has a "clear-cut" 
commitment to reduce vehicle 
exports from Japan as it builds 
up overseas production. “By 
the end of the 1990s, we plan to 
reduce our export volume to 
roughly one half of the peak 
level of 1988," he says. 

“How to come to grips with 
globalisation will be one of the 
major issues facing the motor 
vehicle industry during this 
decade.” maintains Mr Arak- 
awa. Nissan’s response in part 
has been to create two new 
umbrella companies, Nissan 
Europe and Nissan North 
America this year. 

Mr Arakawa says the com- 
pany is “in the process of 
transferring to them most of 
the functions and authority of 
our head office in Japan." Nis- 
san had laid the foundations 
for the localisation of decision- 
making so as to establish a 
“tripolar management struc- 
ture encompassing Japan, 
north America and Europe. 
“We will need to manage our 
operations from the standpoint 
of one global market and one 
global production system.” 

While north America was 
the main stage for the trade 
conflicts arising from the rapid 


overseas expansion of Japan's 
automobile industry in the 
1980s. the focus has now 
shifted to Europe, where the 
European Community is still 
in disarray over the formula- 
tion of a policy to deal with 
Japanese car imports in the era 
of the single European market. 

The Japanese industry has 
by and large preferred private 
lobbying to public attack in the 
battle to gain the ear of Brus- 
sels, but «wrii e| * this year Mr 
Yoshikazu Kawana, president 
of Nissan Europe, did break 
cover to put the Japanese case. 

It was “in the interest of 
European industry to live with 
open markets,” he said. Europe 
needed a greater competitive 
edge to establish itself in mar- 
kets where there was little or 
no indigenous vehicle industry. 
“The real battle will be fought 
on these neutral territories, 
where neither Japanese nor 
European manufacturers have 
a home advantage." 

However, car-makers in 
Europe are lobbying hard for 
continuing protection beyond 
the end of 1992, “An open door 
policy to Japanese assembly 
plants without some strategy 
to ensure that they include a 
reasonable level of European 
economic benefit, employment 
and added value begins to look 


like a local form of harakirl," 
says Mr Lindsey Halsteod, 
chairman of Ford of Europe. 

To the authors of the MIT 
study, however, “scare monger- 
ing about the Japanese threat 
and tougher forms of protec- 
tion are not the answer and are 
self-defeating-" 

They claim that what lies 
behind the Japanese vehicle 
industry’s success in the last 
two decades is a revolution in 
manufacturing as sweeping as 
the triumph of mass produc- 
tion over craft production in 
the early part of the century. 
Techniques of so-called “lean 
production", developed in 
Japan, have rapidly made mass 
production obsolete, they say. 

These developments are seen 
as the key to the disparities in 
performance of the world’s 
leading car makers. The study 
shows that Europeans take 
more than twice as many 
hours as the Japanese to 
assemble a car. It takes the 
Europeans and the Americans 
almost double the engineering 
effort to develop a new car 
compared with the Japanese, 
and the Japanese will be fin- 
ished in two-thirds of the time. 

*The Machine That Changed The 
World, James P. Womack, Daniel T. 
Jones & Daniel Roos. Ratoon Asso- 
ciates, MacndOon Noe York. S22JO. 
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COMPONENTS SECTOR 

Next stop: Europe 


THE PAST few years have 
provided good times for 
Japan's component makers. 

They have benefited from 
very strong growth in their 
domestic car market, and the 
heavy dependence Japan’s 
vehicle makers place on them. 
The components sector 
accounts for about 70 per cent 
of the production cost of Japa- 
nese cars, compared with 
around 60 per cent in western 
Europe and only around half in 
north America. 

More than 350 Japanese com- 
ponent suppliers have surged 
into the US in the wake of Jap- 
anese vehicle makers which 
this year will produce around 
1.2m cars and light commercial 
vehicles at their north Ameri- 
can “transplants'*, and are 
installing capacity for many 
more. 

Western Europe is emerging 
as another area ripe for expan- 
sion by the Japanese compo- 
nents industry, with vehicle 
manufacturing plants being set 
up by Nissan, Honda and 
Toyota in the UK, plus other 
plants in Spain, acting as the 
catalyst 

Elsewhere in the world, 
notably developing Asian 
nations, it is mainly Japanese 
vehicle and component makers 
which have been transferring 
the technology needed for 
countries like Malaysia to get 
their fledgling car industries 
off the ground. 

The picture is not a wholly 
bright one, however. 

Like most other of Japan’s 
business sectors, the compo- 
nents industry is becoming 
enmeshed in a gathering 
labour crisis. 

Already, there are nearly 
one and a half jobs in Japan 
for every available employee. 

Worse, grumbles Mr Chosei 
Ujie, executive manag in g direc- 
tor of Nippondenso, Japan’s 
largest - and the world's sec- 
ond largest - components pro- 
ducer, many young employees, 
graduates and non-graduates 
alike, “don’t want to work". At 
least, he implies, they have lit- 
tle or no intention of continu- 
ing the slavish devotion to 
duty of Japan’s previous gener- 
ations, for whom working pro- 
longed hours and forgoing holi- 
days have been perceived as a 
badge of honour. 

Whatever the pros and cons 
of that particular debate, the 
effect is the same: to exacer- 
bate the labour shortage in a 
country still reluctant, for 
sociological reasons, to allevi- 
ate it by a wholesale return to 
work by married women. 

Domestic expansion has 
been increasingly inhibited, too, 
by a daunting spiral in land 
costs which only recently has 
started to he checked. 

Nippondenso, as a “flagship" 
employer, is not feeling the 
labour pinch as severely as 
smaller, second and third-tier 
suppliers, says Mr Ujie. These 
have begun recruiting Filipino 
and other external, mainly 
Asian labour - a course of 
action fraught with social and 
other problems and unlikely to- 
be allowed to develop too far. 

In north America, the first 
flush of success for some Japa- 
nese suppliers has faded. Gain- 
ing contracts from indigenous 
vehicle makers has proved 
more difficult than expected; 
workforces have usually 
proved less compliant and pro- 
ductive than their Japanese 
counterparts, and overall oper- 
ating costs have often proved 
higher than hoped. 

In Europe, growth prospects 
ought to be more limited than 
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in north America, despite the 
region’s higher total vehicle 
production. 

Partly this arises from the 
Japanese vehicle makers' com- 
mitment to use as many indig- 
enous European component 
suppliers as possible in their 
“transplants" . against the 
background of political ten- 
sions over the Japanese pres- 
ence in Europe. Also, Mr Ujie 
acknowledges, it would reflect 
the fact that the European 
components industry is consid- 
erably stronger than that of 


There are nearly one 
and a half jobs for 
every available 
employee 


north America. Finally, the 
complexity of the European 
motor industry, with many 
more large and medium size 
vehicle makers, .is likely to 
make profits more elusive 
through lack of economies of 
stale. 

In Asia, the inability of indi- 
vidual countries to agree on a 
co-operative approach to com- 
ponent manufacture, as a 
means of achieving competi- 
tive economies of stale, is also 
proving frustrating to Japa- 
nese suppliers. 

Yet Mr Nobbie Nobumoto, 
chairman and chief executive 
of Akebono Brake Industry and 
president of the Japanese Auto 
Parts Industry Association, 
says that the Japanese indus- 
try, in the end, may have no 
option but to forge ahead with 
further overseas expansion - 
even if it is not justified by 
demand in local markets. 

Such plants, he suggests, 
would achieve viability by 
shipping part of their produc- 
tion back to Japan to feed 
domestic vehicle plants - 
helping to lessen Japan's large 
balance of motor trade surplus 
in the process. 

Even so, both Nippondenso 
and Akebono indicate that 
they do not expect a European 
presence on the scale of that of 
the US. But then they were low 
key about the prospects for US 


entry, and already there are 
nearly SO Japanese component 
ventures in Europe of various 
types. One of the latest, and 
largest, is a £65m plant to pro- 
duce air-conditioning systems 
being set up by Nippondenso at 
Telford, Shropshire, in the UK. 
in which Italy’s Magnet! Mar- 
elli, part of the Fiat group, is a 
minority joint venture partner. 

Certainly, physically coping 
with demand from its Japanese 
vehicle-making clients is likely 
to be an increasingly onerous 
- if profitable - problem for 
the components industry for 
the foreseeable future, because 
there remains the scope for a 
great deal of growth in Japan's 
own vehicle market. This 
arises not only from Japan's 
continuing fast economic 
growth and consequent rising 
disposable Incomes, but from 
the fact that Japan still haa 
only around half the number of 
cars per capita as the most 
affluent .western nations. 

As in Europe, the highest 
value-added components busi- 
ness is mainly in the hands of 
large companies with substan- 
tial in-house research and 
development resources. 

But the levels of R&D spend- 
ing among Japanese compo- 
nent makers tend to be much 
higher than their European 
counterparts, typically 6-8 per 
cent of sales and in a few 
cases, such as Hitachi on elec- 
tronics activities, 10 per cent of 
sales. 

It is typical of the industry's 
attitude that, with the sharp 
new focus on alternative 
vehicle materials, Nippondenso 
on December 1 Inaugurated at 
its Kariya headquarters near 
Nagoya a major research cen- 
tre devoted specifically to plas- 
tic composites and other new 
materials. 

Despite large productivity 
and efficiency strides in recent 
years, a relentless drive contin- 
ues to pare costs although, 
says Mr Ujie, “we do not think 
of it as pressure from the 
vehicle makers. It’s a continu- 
ing, day-to-day process which 
has to be kept up as part of our 
overall competitiveness." 

John Griffiths 
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TOYOTA'S ANNOUNCEMENT 
a month ago that it plans to 
spend around $800m to double 
the capacity of its US car plant 
at Georgetown, Kentucky, 
could hardly have come at a 
more telling moment for the 
US motor industry. 

It illustrates in the harshest 
terms the contrasting fortunes 
of the leading Japanese and 
north American car makers. 
Toyota's expansion comes at a 
time when the signals from the 
traditional domestic US car 
producers are alm ost univer- 
sally gloomy. 

Ford has recently warned 
that it expects a loss in the 
final quarter of the year. It has 
faced mounting losses from its 
domestic auto business as the 
US car market has weakened 
further and the costs of its 
buyer incentive programmes 
have risen. 

The overall US car market 
hag declined again this year, 
and the auto industry expects 
a further fell in 1991. Mr Philip 
Benton, Ford Motor president, 
warned this month that the 
company could cut its US 
white-collar workforce by up to 
7 per cent in the next year.' 
“Profits are under enormous 
pressure In the north Ameri- 
can market ... no-one in his 
right min d would go into the 
car business in north Amer- 
ica,” he said. 

General Motors, still the 
world's biggest vehicle maker, 
was forced to announce last 
month a $2.1 bn special charge 
against its third quarter earn- 
ings for a restructuring pro- 
gramme that includes the clo- 
sure of least four US plants 
and provision for the closure of 
additional north American 
plants and warehousing 
operations. As a result it 
recorded a net loss of $2bn for 
the third quarter. 

The relentless Japanese chal- 
lenge is one of the biggest fac- 
tors behind the pressure now 
being exerted on the tradi- 
tional big three US producers, 
GM, Ford and Chrysler. The 
focus of the Japanese effort to 
build a global car production 
base may now have turned 
towards western Europe, but to 
date it is the US domestic pro- 
ducers that have borne the 
brunt of Japanese competition. 
Cars have started to roll in 
increasing numbers off the 
lines of the Japanese assembly 
plants developed in North 
America during the second 
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half of the 1980s. 

The development of the Jap- 
anese presence in the US has 
taken on awesome proportions. 
Japan ese-badged cars captured 
27.3 per cent of the US new car 
market in the first half of the 
year. The total share of Japa- 
nese-derived cars in the US 
already exceeds 30 per cent, as 
GM, Ford and Chrysler also 
market under their own brand ' 
nam es cars supplied either 
from Japan or from the 
so-called Japanese transplants 
- assembly plants based in the 
US. 

The transplants, including 
joint ventures with US car 
makers such as NUMMI 

(Toyota/ GM) and Diamond Star 
(Mitsubishi/Chrysler) 
accounted for 21 per cent of 
total US car output in the first 
six months of 1990 compared 
with only 1-L8 per cent a year 
earlier. While total US car out- 
put in the first half declined by 
16£ per cent to 3-i9m. produc- 
tion by the Japanese trans- 
plants jumped by 17.8 per cent 
to 669,000- 

Last year a Japanese car, the 
Honda Accord, was best-selling 
car in the US, and both Honda 
and Toyota are threatening to 
oust Chrysler from third place 
in the US car market. 

GM. the stumbling giant of 
the world auto industry and 
still the world's biggest vehicle 
maker, has been the major 
casualty in the US auto market 
of the last decade, despite a 
577bn investment effort in the 
1980s that has been poured into 
re-equipping and rebuilding 
plants - often with the most 
advanced but untried technolo- 
gies - and into developing 
new models. 

Mr Boh StempeL who took 
over as chairman and chief 
executive of GM last mouth 
from Mr Roger Smith, feces a 
daunting task in the world 
auto industry as he seeks to 
halt the slide in GM's US car 
market share from 46.3 per 
cent in 1979 to 34.7 per cent in 
1989. 

The total production capac- 
ity of the Japanese transplants 


in north America could exceed 
&5m vehicles a year by 1392. 

A year ago new plants built 
by Subaru and Isuzu (in a joint 
venture) In Indiana and by 
Honda in Ohio started up pro- 
duction. They followed the 
start-up in the spring of 1989 of 
Suzuki's joint venture plant 
with GM in Ontario, Canada, 
two plants were -started up in 
1988 by Toyota in Kentucky 
and in Ontario, and a joint ven- 
ture plant developed by Mitsu- 
bishi Motor with Chrysler in 
Illinois. Mazda began output 
three years ago in Michigan. 

For good measure South 
Korea’s Hyundai opened its 
first north American produc- 
tion plant in Quebec at the 
beginning of last year. 

The start-up of the second 
wave of so-called Japanese 
“transplants” (local production 
overseas) comes in addition to 
the plants already in operation 
in the early and mid-1980s, 
when Honda began production 
in Ohio and in Ontario, Toyota 
began a joint venture with 
General Motors in California, 
and Nissan began producing in 
Tennessee. 

This first generation of 
plants ate already being expan- 
ded, for which Toyota's recent 
move is only the latest exam- 
ple. 


Nissan is spending another 
$490m virtually to double its 
US production capacity by 
1992. Toyota is spending $200m 
to add extra capacity of 1004)00 
pick-ups a year in California. 

The bald list of assembly 
plants tells only part of the 
story, however. As vehicle 
assembly grows, the car-mak- 
ers are adding engine plants 
and transmission production 
could follow. 

The rapid build-up of new 
assembly capacity on this scale 
does not necessarily mean that 
it is boom time for the US com- 
ponents suppliers, however. 
More than 150 Japanese auto- 
motive components companies 
are already producing in the 
US, and Industry estimates 
suggests this figure could have 
doubled to more than 30 0 by 
the early 1990s. 

The impact of all these 
expansionary Japanese moves 
on the US producers and the 
rest of the world auto industry 
is dear. According to Mr Har- 
old Poling, Ford chairman and 
chief executive, “planned addi- 
tions to capacity, particularly 
Japanese plants in north 
America and Europe, as well as 
new Korean plants, are expec- 
ted to result In excess world- 
wide automotive capacity of 
some 9m units by the early 


1990s - over 20 per cent more 
cars and trucks than the con- 
sumer wifi demand. Overcapa- 
city of this magnitude means 
we will be facing a brutally 
competitive environment 
worldwide." 

Toyota’s move in Kentucky 
will double the capacity of its 
Georgetown plant to 400.000 a 
year. Currently Toyota pro- 
duces 200,000 Camry saloons a 
year at Georgetown, plus 
IQO.OOO smaller Corolla models 
at New United Motor Manufac- 
turing (NUMMJL a' joint ven- 
ture operated with General 
Motors in California. NUMMI 
produces a further 100,000 
Toyota-derived cars per year- *- 
which ore sold by GM through 
its own dealerships as the Geo 
Prism. From next year NUMMI 
will also start producing 
100.000 Toyota-based pick-ups 
annually. 

Not all of the Kentucky out- 
put is sold in tbe US, however. 
About 10.000 units a year are 
currently being shipped, to 
Taiwan, and >10.00) a year arc 
due to be exported to Japan 
starting in late 1991. 

Construction is to start in 
spring of next year, with the 
first cars due to come off the 
line at the end of 1993. The 
$800m investment will bring to 
nearly $2bn the total invested 
by Toyota in the Georgetown 
plant, which was first estab- 
lished in 1986 and which is 
operated by a wholly-owned 
Toyota subsidiary, Toyota 
Motor Manufacturing (TMM). 

Toyota's aim is to reach at 
least 78 per cent US content for 
the cars. Camrys currently pro- 
duced at Georgetown are said r 
to have 65 per cent local con- 
tent. Toyota claims that since 
production first started at 
Georgetown in 1988. purchases 
of US parts and materials have 
risen sharply and will total 
more than $7 00m a year by the 
end of next year. 

The Japanese effort in north 
America is increasingly, mov- . 
ing into a new phase with 
investments in engineering 
and development resources as 
well as in assembly capacity. 

In addition to the the George- 
town project Toyota has 
announced a $l44m expansion 
of its research and develop- 
ment facilities in California 
and Michigan. It is also to 
build what is claimed to be one 
of the world's largest vehicle 
proving grounds, in Arizona. . 

Kevin Done 


Profile: AKEBONO BRAKE INDUSTRY 



Joint ventures may be in sight 



LAST YEAR Akebono Brake 
Industry celebrated its 60th 
anniversary. Starting in Tokyo 
as a very small maker of brake 
and clutch linings, it has 
become Japan's largest brake 
components group - even sup- 
plying the brakes for Japan’s 
Shinkansen (bullet train), 
writes John Griffiths. 

Its sales of Y86.4bn ({670m) 
last year were achieved in over 
60 countries, and the company 
provides a good example of a 
Japanese component supplier 
already successful in establish- 
ing a significant presence over- 
seas through a mixture of joint 
ventures - including General 
Motors of the US - foreign 
affiliates and technical licen- 
sing agreements, including 
ones with Robert Bosch of Ger- 
many and Valeo of France . 

Viewing the global compo- 
nents situation from his down- 
town Tokyo office - and the 
perspective of an industry vet- 
eran - Akebono 's chairman 
and chief executive, Mr "Nob- 
bie" Y. Nobumoto, leaves little 
room for doubt that much at 
the Japanese industry’s expan- 
sion must come from overseas 
in the face of its domestic 
labour shortage problems 
which, he asserts, are leading 
to profitability “taking a ham- 
mering”. 

Akebono already has six fac- 
tories in Japan, and a seventh 
is due on stream shortly. 

Thereafter, he indicates, 
Akebono will look both to 
north America and Europe for 
its further expansion. 

“Our strategy is likely to 
involve m aking more products 
in north America and Europe, 
and shipping some of it hare so 
that we can progress towards 
reduced working hours in 
Japan.” A maximum working 
year of 1,800 hours is the objec- 
tive of the Japanese govern- 
ment - a sharp drop on the 
2,200 which, says Mr Nobu- 
moto, is effectively industry 
practice now. 

Though more than 300 Japa- 
nese component suppliers have 
set up shop in the US, most 
parts companies are still based 
wholly in Japan. Partly, this 
reflects the differing structure 
of the Japanese component 
industry from most of those in 
the west - Japan has thou- 
sands of small second and 
third-tier components groups 
which feed into the large com- 
ponents groups such as Nip- 
pondenso and Akebono, rather 
than directly into vehicle pro- 
ducers. European car makers 
have three or more times the 
number of suppliers of Japa- 
nese vehicle manufacturers. 

Mr Nobumoto. a "father fig- 
ure" of the Japanese compo- 
nents world who is also presi- 
dent of its industry 
association, says his “personal 
feeling" is that many of the 
Japanese suppliers' problems 
in the US have been self-in- 
flicted. 

“Toyota, Honda and so on 


went into the US and everyone 
Tthe component makers) 
thought they had to follow. So 
they went in without making 
proper studies; tried to sell to 
GM but couldn't and found 
that it was not so simple. The 
Japanese transplants them- 
selves could not provide the 
suppliers with adequate econo- 
mies of scale.” 

Akebono, through Ambrake, 
its GM joint venture, and other 
companies following a similar 
route will be “OK", he sug- 
gests, using access to the US 
“big three” domestic producers 
to build on their transplant 
business. 

Akebono is already moving 
further. It has recently set up 
in Detroit a research and devel- 
opment centre to assess the 
needs of. and develop product 
specifically for, north Ameri- 
can customers. It is discussing 
supply possibilities with Ford 
and Chrysler. 

In Akebono 's case, the ques- 
tion of using overseas bases 
from which to supply Japan is 
no longer hypothetical: it is 
currently importing 100,000 
brake pad sets a year from its 
US plant for the Japanese 
replacement parts markets, as 
well as brake materials. “In 
future, more still will be made 
in the US. Costs will come 
down, despite those involved in. 
shipping. It all depends on cur- 
rencies, of course - but in feet 
multi-sourcing spreads risks.” 

Although Akebono has a 
small European office, in Paris, 
it has yet to decide in what 
precise form its European pres- 
ence will be established. 

Penetrating the European 
market, he insists, will be 
much more difficult than the 
US. “There are some very 
strong brake manufacturers 


'It all depends on 
currencies — but 
multi-sourcing 
spreads risks’ 


there, all the customer rela- 
tionships are very strong and 
will continue to be strong. I 
personally feel that we will not 
be able to have our own fac- 
tory in Europe without tying 
up with somebody - not nec- 
essarily a brake manufacturer 
- who knows Europe better 
than we do”. 

Presuming that tie-up is 
made, Mr Nobumoto says he 
believes that “the key with 
which we will unlock Europe is 
product development and engi- 
neering." Given Akebono’s 
track record and its proclaimed 
determination to concentrate 
efforts on “getting an edge” on 
quality and technology, Mr 
Nobumoto says he expects 
approaches from European 
component makers on joint 
ventures, rather than Akebono 
having to sell itself 

Already, he claims, “one top 


European vehicle maker has 
told us that while it could not 
forget past relationships with 
European suppliers, if Akebono 
can come up with better then 
it is ready to buy." 

That in itself, he acknowl- 
edges, will not be easy. Euro- 
pean vehicle speeds are very 
much higher than In Japan or 
North America, he points out, 
and the demands made on 
brake systems much tougher. 
He makes clear, however, that 
Akebono will not be the slight- 
est hit reluctant to set up a 
European research and devel- 
opment centre in pursuit of 
business, as it has already 
done in north America. 

Deciding precisely where to 
go is seen as problematical. 
There is tbe obvious attraction 
of the UK because of the Japa- 
nese car manufacturing pres- 
ence. With Volkswagen taking 
over Skoda of Czechoslovakia 
and its expansion into east 
Germany, that region has 
attracted Akebono's interest - 
but overall it shows little 
enthusiasm for eastern Europe, 
because of what Mr Nobumoto 
describes as “technology prob- 
lems”. 

Nor does he share much of 
some other component makers’ 
enthusiasm for south-east 
Asia. Experience to date, he 
says, has shown that technol- 
ogy transfer has been both 
very expensive and “very hard 
work". 

Akebono’s likely role for the 


immediate future is to make 
licence arrangements and pro- 
vide guidance to local compo- 
nent makers. But he suggests 
that component supplies, ini- 
tially, may be limited to locally 
made cars. 

As for Akebono's potential 
range of future activities, noth- 


ing in terms of diversification 
appears to be ruled out, from 
biotechnology to the develop- 
ment of new materials. 

For precisely that reason, 
says Mr Nobumoto, Akebono 
has 350 research and develop- 
ment staff, plus 50 in an inde- 
pendent technical centre. 
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AUTOMOTIVE COMPONENT PRODUCERS 
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Industry. 
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20 1990 


Nissan announces the Prim era. 


following numbers for comparison. 


As you realise as you take a close look at 


A car that has spent the past several The Multi Point Injection ZOE engine: its interior, 

yeara as the centre of attention of test tracks, I 5 0 hp and a top of 220 Whr. The Single And as soon as you sit back and 

windtunnels and test teams across Europe. Point Injection ZOi engine: H5 hp and think about the bumper-to-bumper 3 year 


A car that was in fact built for only 
one, much more important, test. 


i.’A'ARilANTY 


iNTY | 


a top of 200 km/hr. 

The completely new Multi Link Front 


You are that test (in fact you could MHNU)00iai sysLcm ensures incompara- 

say, the Prim era was built to be compared). ble roadholding, on byways and highways. 


warranty we give you. 

And your comparison is not only true 


Suspension system ensures incompara- for the four door sedan but also for the five 


Lets start with the engine compart- be they pebbly or asphalt smooth. 


ment and take the Primera s perform- 
ance as an example. 


door hatchback and station wagon. 

There now seems to be only one 


The sophisticated aerodynamic ex- question left unanswered: when would you 

terior design contributes to a low cd-value like to compare the Primera? 


Firstly you notice that every gasoline and a high resistance to side-winds. 


powered Primera model is equipped with However, the Primera was not created 

a 16 valve DOHC engine designed to take merely as a technical advancement over other 
up less space and deliver more power. cars. Its comfort, its styling, its quality- all are 

This means we can offer you the designed to stand up to your scrutiny. 


PI NISSAN 


Nissan Primera. 

The new performance car for 
a country called Europe. 
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E MODEL SHOWN AND SUBJECT TO POSSIBLE CHANCES. 


Nissan Primera. Compare this to 
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what you call performance. 
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FINANCIAL TIMES THURSDAY DECEMBER 20 IW 


( JAPANESE AUTOMOTIVE INDUSTRY 4 ) 


FOR GERMANY, at least, the 
unthinkable is about to happen 
- a surplus on its motor 
industry balance of trade 
account with Japan. 

Mr Michael Bassermann, 
president of Mercedes-Benz’s 
wholly-owned Japanese 
importer, is careful to say that 
the car market slowdown 
Japan has experienced in the 
past couple of months might 
still prevent the surplus being 
achieved. 

However, the gap was down 
to $5 00m in 1989 - Japan's 
$3J3bn in motor exports to Ger- 
many comparing with Ger- 
many's SJLflbn to Japan - and 
German cars have continued to 
make significant market gains 
this year. 

Most Japanese industry ana- 
lysts also perceive the sales 
hiatus to be a hiccup related to 
Gulf crisis uncertainties and 
the sharp jump in oil prices 
which, in Japan’s case, has 
already been almost wholly 
reversed. 

And, overall Japan's econ- 
omy continues to grow rapidly, 
with a phenomenal 6 per cent 
rise in GDP expected for this 
year. 

The position is by no means 
as strong for other western car 
importers to Japan. Between 
them Mercedes, BMW and the 
Volkswagen/Audi group 
accounted for 67 per cent of the 

180,000 imports sold in Japan 
last year, and the German com- 
panies have been the spear- 
head of import penetration. 

Nevertheless, virtually all 
the importers are enjoying 
sales increases in leaps and 
bounds. 

Several main factors are at 
work; 

■There has been remarkable 
growth in Japan's new car 
market overall from 2.7m in 
1981 to 3.61m last year and an 
estimated 4.4m in the current 
year. These figures exclude 
Japan's unique "mimcar" sec- 
tor, for vehicles under 650cc 
and of which around 1.75m are 
likely to have been sold this 
year. 

■There have been a number of 
market-opening measures by 
the Japanese government 
which have eliminated most - 
some think all - of the non- 
tariff barriers which so exas- 
perated western trade officials 
for much of the 1970s and early 
1980s, and which even as late 
as 1985 were seen as a definite 
factor in keeping importers' 
share of the Japanese new car 
market down to 1.7 per cent 
that year. 

■There has been active promo- 
tion by the Japanese govern- 
ment of “Import now” cam- 
paigns in a belated bid to 
reduce trade friction, and with 
which Japan's 100m population 
has moved willingly to comply. 

Rapidly growing per capita 
income has coincided with 
land and property prices soar- 
ing even faster, making it bard 
for people to buy property. 
Many people are consoling 
themselves with luxury pur- 
chases, of which cars are at the 
top of the list. If proof were 
needed, it is Mercedes which is 
leading the league table of 
imported car sales. 

Not least, increasing “choosi- 
ness" Is being displayed by an 
ever more sophisticated con- 
suming public. Car companies 
acknowledge that a substantial 
part of current demand derives 
from young people, many of 
them well-travelled, who like 
the perceived style and chic of 
foreign cars - even if, in real- 
ity, these cars are likely to be 
higher priced, more inconve- 
nient and expensive to service 
and ultimately less reliable 
than equivalent home-grown 
products. 

The overall effect has been 
to lift demand for imported 


Germany could have a surplus on its motor industry balance of trade with Japan 

Path cleared for western car importers 


THE MAIN IMPORT DEALER NETWORKS 


DOMESTIC PRODUCERS’ IMPORT DISTRIBUTION 


Country 

Manufacturer 

Importer 

Sales Outlets* 

GERMANY 

VW/Audl 

Yanaset 

SOS 

136 

GERMANY 

Daimler-Benz 

Mercedes-Benz Japan# 

171 


GERMANY 

BMW 

BMW Japan# 

120 

7 

GERMANY 

Opel 

tsuzu Motors, Toho Motors 

144 


GERMANY 

Porsche 

Mlzwa Motor 

23 

4 

UK 

Rover Group 

Rover Japan# 

105 

4 

UK 

Jaguar/Daimler 

Jaguar Japan 

22 

3 

UK 

Rolls-Royce 

Comes 

5 

5 

FRANCE 

Peugeot 

Rover Japan. Suzukit 

393 


FRANCE 

CttroOn 

Seibu Motor Sales, Mazda 

273 


FRANCE 

Renault 

JAX 

89 

29 

ITALY 

Rat 

Summit Motors Japan 

85 

1 

ITALY 

Lancia, Auto blanch! 

Mazda 

700 


ITALY 

Aha Romeo 

J Osawa 

28 

3 

SWEDEN 

Volvo 

Volvo Japan 

118* 

18 

SWEDEN 

Saab 

Seibu Motor Sales 

148 

15 

US 

GM 

Yanese. Suzuki 

668 1 


US 

Ford 

Mazda and others 

294 


US 

Chrysler 

Chrysler Japan Sales 

51 

4 


bnpoit Volvo i 


monoport nM (M column}, t 
l lo rttent o rt obovo tor Sw flmo Mop. 


vw-Amrt Mppon m Poopoot Japan plan to Mm 

j Wlmlly mmou hinwiimp. t Pla 18 or mor 
, but do not Import, Q It cars. Sonic* 



Young Japanese are prepared to spend 
heavily on imported cars which they regard 
as chic and sophisticated. 

These Mini Turbos from ERA, a specialist 


manufacturer, cost £12,000 in the UK and 
are being sold through Rover's outlets In 
Japan. Some 300 of them are being delivered 
to-Japan this year 


cars from 50,172 in 1985 to an 
expected 230,000 this year - up 
25.5 per cent on a year ago, 
although still only just over 5 
per cent of the market 
(Intriguingly, however, Mr 
David Blume. Rover’s market- 
ing director, says that in Tokyo 
itself the share taken by 

The new car market 
has grown from 2.7m 
in 1981 to about 4.4m 
in the current year 

imports stands at more than 10 
per cent - a trend which may 
yet ripple out into other cities 
and rural areas.) 

Mercedes itself provides one 
of the best examples of the 
meteoric growth being enjoyed 
by importers. In 1986, when 
Mercedes-Benz Japan was 
established it sold 13,820 
vehicles. Last year it sold 
31,511 and this year, says Mr 
Bassermann, sales will top 

37,000 for the company to 
become the top-selling 
importer. By the mid-1990s 
Mercedes Is aiming for more 
than 50,000 sales a year and at 
least 10 per cent of the imports 
market 

Crucially, the major import- 
ers, grouped within the Japa- 
nese Automobile Importers 
Association, say they believe 
that the imports wedge is now 
firmly in place and that it can 
be hammered further in to 
reach 300,000 sales a year 


within three years and 10 per 
cent of Japan's total car mar- 
ket by the mid-to-late 1990s. 
The latter figure excludes both 
imports from Japanese trans- 
plants overseas and cars from 
newly industr ializing coun- 
tries. 

Japan is already the world’s 
third largest car market. How- 
ever. it has the potential for 
much more growth, because it 
has only around 43 per cent the 
number of cars per head of 
population as the US, and 
about 60 per cent that of west 
Germany. 

So provided the government 
does something about Japan’s 
woefully inadequate roads 
infrastructure (unless it does, 
the frustration factor could act 
as a depressant on demand), 
some analysts say the market 
could reach as much as 6m by 
the late 1990s. 

If forecast translates into 
reality, that should mean over 
Vim sales per year for imports 
- and in those circumstances, 
it is easy to see why invest- 
ment in the Japanese market 
by western manufacturers has 
begun to rise dramatically. 

Mercedes, Volkswagen, 
BMW, the UK’s Rover Group 
and others are embarking on 
building new headquarters, 
import and training centres on 
a scale difficult to envisage 
even two years ago. 

Mercedes, for example, is 
spending DM300m on new 
vehicle importing and prepara- 
tion centres. 


Volkswagen/Audi is spend- 
ing DM300m on similar facili- 
ties. following a path already 
taken by BMW. 

Rover Japan, a wholly-owned 
subsidiary of the UK cars 
group in which Honda has a 20 
per cent stake, next year will 
move into an impressive new 

Property prices have 
soared so people buy 
luxuries such as cars 
as a consolation 


11 -storey headquarters in 
Tokyo as a token' of Its own 
faith in a viable fixture inside 
Japan. 

Not without reason: as Mr 
Blame points out. Rover and 
Land Rover vehicle sales have 
climbed from 1,807 in 1985 to 
reach 11,218 last year and are 
heading for a 40 per cent 
increase in 1990. The figures 
exclude Peugeot sales, which 
Rover is also handling until 
Peugeot brings into operation 
its own network. Rover sold 
2,332 Peugeots last year and 
has almost doubled its dealer 


Foreign carmakers/ Japanese subidtarles 


MAZDA 

Mazda Motor Manufacturing US 

Ford (US) 

Kia (Korea) 

Fiat (Italy) 

Citroen (France) 

Ford Probe 

Taurus, Thunderhlrd, Continental 

Ford Festive 5 

Lancia/ Autobianchl 

Citroen 

tsuzu 

Opel (Germany) 

GM (US) 

Lotus (UK) 

Senator. Omeoa, Vectra __ __ w 

Camaro, Corvette, S-10 Blazer. Chevy G20RV. 

Grand Am. 2000GT. 6000SE, Firebird Transam. 
Bonneville, Regal. Ninety-Eight 

Lotus 

SUZUKI 

GM (US) 

PSA (France) 

Corslca/Berelta. Grand Am 

Peugeot 2051/309 

MITSUBISHI 

Diamond Star Motors (joint venture with Chrysler) 
Daimler-Benz (Germany) 

Mitsubishi Motors Australia 

Edipse 

Mercedes-Benz 

Magna Station Wagon 

FUJI (SUBARU) 

Volvo Japan 

200/700 series 

HONDA 

Honda of America Manufacturing 

Accord Coupe 

NISSAN 

Nissan Motor Manufacturing (US) 

King Cab (4WD truck) 

TOYOTA 

Toyota Motor Manufacturing (US) 

Camry (from 1992) 



network since 1985 to Z18 deal- 
ers. Two-thirds have found the 
franchise sufficiently attractive 
to be selling Rovers exclu- 
sively. 

A concerted effort is going 
on among all the importers to 
strengthen dealer networks 
throughout Japan, in terms of 
both sales and service outlets . 

This is being tackled in a 
number of ways. 
■Independent dealers in 
domestic cars increasingly are 
exercising their right to dual 
franchise with an imported 
make. 

■The specialist import houses 
which used to handle almost 
all the cars imported to Japan 
continue to play a role, but a 
decreasing one as an increas- 
ing number of manufacturers 
set up their own wholly-owned 
import subsidiaries and organ- 
ise separate dealer networks. 

To take an example, last 
year VW-Audi Nippon was set 
up as a wholly-owned subsid- 
iary of the German car maker. 
It will take over the Import 
function from its Yanese & Co 
importer in 1993 and set up its 
own single franchise network. 
Mercedes presently sells 
through some 165 Yanese out- 
lets, but is creating additional 
channels through the forma- 
tion last year of a joint venture 
with Mitsubishi Stuttgart Auto 
service to create the Stern 
dealer chain, of which there 
are currently 30 but with the 
intention to increase to 80. ft is - 
also exploring ways of employ- 
ing Mitsubishi dealers where 
there might still be open points 
in the Mercedes network. 

Rover Group has been devel- 
oping its network of indepen- 
dent, single franchise dealers 
since 1983. However, it also 
operates four large dealerships 
of its own, two in Tokyo, one 
in Osaka and one in Yoko- 
hama. For some time, these 
outlets did not make money at 
the trading level but were 
regarded as necessary stan- 
dard-setting “flagship” outlets 
to create the image that 


Rover’s presence in Japan was 
to be taken seriously. Now, 
says Mr Blume, “they can 
make money.” 

Rover’s main Tokyo outlet 
will sell about 900 cars this 
year - well over the threshold 
of viability. 

The rising sales volumes 
m(Mn , says Mr Blume. that the 
group’s independent dealers, 
some selling 200-300 units a 
year, are now generating the 
lrind of sales volumes which 
should allow increased invest- 
ment in premises and service 
standards as part of a “virtu- 
ous circle” upgrading Rover's 
overall image. 

Another important develop- 
ment at dealer level is the forg- 
ing of cooperation agreements 
between foreign manufacturers 
and some prominent Japanese 
trading companies. 


Fewer cars per head 
than the US or west 
Germany, but 
inadequate roads 

So far, at least. Japanese 
manufacturers’ upward move 
into the luxury car sector with 
models such as Toyota’s Lexus 
and Nissan’s Infinit ranges - 
which have hit Mercedes and 
BMW sales in North America 
- have had little effect on the 
German companies in Japan 
itself. This is despite the fact 
that a Lexus 400 sells for little 
more than one-third of the 
7l4j6m price of a Mercedes 560 
SEL. On the contrary, asserts 
Mr Bassermann, the Japanese 
cars are helping Mercedes by 
increasing overall luxury car 
sector awareness. 

If indigenous Japanese pro- 
ducers are concerned about 
losing 10 per cent of their 
domestic market to importers, 
they show little sign of it. 
Indeed, in recognition of diver- 
sifying consumer demand, they 
are forming joint ventures of 
their own with overseas coun- 


terparts to import and distrib- 
ute cars, even if some of the 
arrangements are to bring in 
vehicles from Japanese-owned 
[transplants” in North Amer- 
ica and Europe. 

However, Mr Yoshio 
Komiya, senior managing 
director of Toyota’s showcase 
Ami ox centre in downtown 
Tokyo is not so sure - and 
neither are other senior Japa- 
nese car executives - that the 
importers can expect to win a 
10 per cent market share with- 
out a very hard fight 

Mr Komiya is fairly dismis- 
sive of some import quality 
standards, service and other 
after-care, and wonders 
whether Japanese customers, 
in the long term, will stand for 
any shortfall once the novelty 
of owning imported cars wears 
off. 

Not surprisingly, that view 
is not shared at Mercedes. Mr 
Bassermann acknowledges 
that “unless the product comes 
with a precisely tailored con- 
cept there is a danger that it 
will be buried by the competi- 
tion from many excellent Japa- 
nese cars. But I believe that as 
long as we can instil into the 
consumer a proper understand- 
ing of each Individual product, 
and provided that we can 
establish a comprehensive ser- 
vice system, we can overcome 
the competition." 

One thin g seems clear, how- 
ever while the west's import- 
ers might still have a hefty 
thicket of Japanese customer 
preferences, prejudices and 
other subjective aspects to 
hack through before being 
assured of long-term market 
success, they can no longer 
claim that any serious legisla- 
tive or regulatory barriers 
stand in their way. 

Since 1986, there has been a 
steady dismantling of the last 
of the discriminatory practices 
hindering imports. The stream- 
lining of motor vehicle certifi- 
cation systems, adoption of 
international standards and 
taxation reforms coupled to a 


1 SEVEN YEARS OF IMPORT GROWTH J 


1984 

1985 

1988 

1987 

1988 

1988 

19901 . 

Imported 
car sales 

41,982 
(+ 19.0%) 

50,172 
(+ 19.6%) 

68.357 

(+362%) 

97.750 

(+434%) 

133.583 

(+38.7%) 

180,424 

(+35.1%) 

230.000 

(+27.6%) 

Japanese 
car market* 

2,902,008 

(-12%) 

2.943.066 

(+1.4%) 

3,007.708 

(+22%) 

3,147,932 

(+4.7%) 

3,563.932 

(+132%) 

4.011.265 

(+12L5%) 

4.400,000 

(+9.7%) 

Imported ear 
market share 

1.4% 

1.7% 

2JJ% 

a.i% 

3 J% 

4JS% 

62% 

-tocMaa taporta 

mad ncMnirtgrti 
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government programme for [he- 
acceleration of imports m IWj 1 
hove had n cumulative enert. 

A particularly important 
development came in April last 
year, when prices of now c?u> 
bf over 2 litres - which 
accounted for 46 per cent of 
last year’s imports - foil 
sharply as a resuit of thi 
replacement of commodify tax 
on luxury and high-priced 
goods by a new consumption 
tax. plus a restructuring of 
Japan’s annual automobile tax. 

The changes in effort 
reduced the prices of surti ears 
by around 10 per cent. 

Finally, changes to vehicle 
insurance regimes by I :he Auto- 
mobile Insurance Calculation 
Association of Japan In 
brought to an end one of nut 
last blatant discriminatory 
practices. Before the revisions, 
insurers were demanding up to 
three times as much in premi- 
ums for imported cars as their 
domestic equivalents, on the 
grounds that parts and repairs 
for imported cars cost more. 
Mounting protests from abroad 
led to all premium distinctions 
between imported and domes- 
tic cars being removed. 

“In short”, says Mr Basser- 
mann, “we consider the Japa- 
nese car market completely 
free”. 

His sentiments, however, are 
only partially endorsed by 
Rover's Mr Blume. He still 
maintains that importers tend 
to be treated as second-class 
citizens when it comes to the 
dissemination of government 
information on legislative 
changes or other factors which 
could affect the market "The 
ministries just forget we exist,” 
he complains. Nevertheless, in 
most technical and other 
respects, the Japanese market 
is approaching "a level playing 
field", he acknowledges. 

However, he takes a some- 
what more cynical view of 
developments in the market- 
place than some others. “It will 
pay Japan handsomely to 
admit 10 per cent imports,” he 
suggests. "It won't mean a 

“In most respects, 
the domestic market 
Is approaching a - 
level playing field” 

damn thing in terms of Japan's 
own production, since the mar- 
ket is growing by lm unite. 
And by trying to create the 
impression of more balanced 
trade, it may help keep politi- 
cal doors open in Europe. It's 
ail quid pro quo." 

Even so. Rover is taking a 
buoyant view of its own pros- 
pects in Japan, expecting sales 
to rise to between 25,000 and 

30,000 cars a year. 

In one highly ironic respect, 
the relaxation of import 
restrictions has actually cre- 
ated problems for some import- 
ers. 

According to Mr Basser- 
mann, 30 per cent of Mercedes’ 
sales in Japan are now being 
made through private “grey- 
importers. This is because the 
rules are now so lax that, pro- 
vided no more than 10 cars are 
shipped in at a time, “grey” 
imports are not subject to any 
certification procedures. 

As Mr Bassermann acknowl- 
edges - after the west's long 
chorus of demands for Japan to 
loosen its import rules, Mer- 
cedes can hardly asked now for 
them to be tightened up again. 

John Griffiths 


RESEARCH AND DEVELOPMENT 

to innovator 


IN CONTEMPLATING Japan’s 
motor industry, western 
vehicle makers must 
sometimes feel like King 
Canute who, enthroned at the 
sea’s edge, defied the tide to 
engulf him, with unfortunate 
but entirely predictable 
results. 

Nowhere is the relentless 
rise of Japan's car industry 
more amply illustrated than in 
its research and development 
activities, the breadth and 
depth of which have assumed 

daunting dimensions. 

The industry which already 
requires, on average, less than 
half the time to build a car 
that its west European rivals 
need, is throwing a huge R&D 
effort into further improving 
the organisation and technol- 
ogy of manufacture to reach 
new levels of flexibility and 
productivity, with reduced 
costs. 

At a time when western 
vehicle makers are enjoying a 
“honeymoon” period in the - 
belatedly opened - Japanese 
market relying for much of 
their sales appeal on the 


From 

perceived chic of being 
“foreign”, Japan's car-makers 
are adopting a more rigorous, 
long-term approach to product 
planning for west European 
and north American markets. 

In June, Mazda opened a 
Y5bn ($40m) R&D office in the 
European industry's heartland 
near Frankfurt. Under its 
director and general manager, 
Mr Seiji Tanaka, it will probe 
the nuances of European car 
taste and styling and design 
and develop products and 
strategies specifically attuned 
to them. 

Yet the Mazda facility is only 
among the latest of a series of 
such centres already set up in 
Europe and the US by Toyota, 
Nissan and Honda. Cars cur- 
rently produced at their “trans- 
plants" in north America and. 


copier 

in the case of Nissan, the UK, 
have already begun to reap the 
benefit of work done at these 
centres, with suspension, 
brakes, ride, handling and 
detailed styling “tuned” to 
local markets. In the longer 
term, entirely separate models 
from those produced in Japan 
are expected to roll off 
“transplant” production tines. 

In terms of cars of the 
future, having set the world 
standards on quality, Japan 
has been moving swiftly from 
copier to Innovator. 

Even though tin results to 
date are mixed, with some 
proclaimed advances such as 
four-wheel-steering 
encountering a muted response 
in the marketplace, it is the 
thoroughness with which 
Japanese car-makers and their 


component suppliers are 
addressing all the opport- 
unities presented by electronic 
and new materials Innovation 
which sets such a formidable 
task for western producers to 
match. 

There are two other crucial 
consequences from this 
breadth of R&D effort 

One is the reduction of new 
model development times to 
currently four years or less, 
compared with five at least for 
western counterparts. The 
Japanese goal is to cut these 
times further, to between two 
and three years, by the mid to 
late 1990s. 

The other consequence, 
related and made possible by 
the adoption of flexible “lean” 
production techniques. Is the 
ability to produce an 


ever- wider variety of vehicles 
viably at ever-lower volume 
threshholds. 

A prime example is provided 
by Japan's, largest vehicle 
maker, Toyota. Reaping the 
benefit of R&D spending which 
exceeds $2bn annually. Toyota 
now produces some 60 different 
car types, two- thirds more than 
the worldwide operations of 
Ford. 

And while General Motors, 
Ford and Chrysler straggle to 
retain profitability, manuf- 
acturing and other efficiencies 
continue to underpin further 
the financial strength, and 
hence R&D resources, of the 
leading Japanese producers. 

Western producers, 
frustrated at their ongoing 
Inability to close the 
productivity gap, now 
recognise that much of this 
efficiency derives from the 
manner in which the Japanese 
industry organises its 
production. The most flexible 
of all “robots”, Japanese 
managers tend to point out. is 
human. 

But that has not stopped the 
Japanese companies from 
exploring every technological 
avenue for further 
improvements. 

Again, Toyota provides a 
salutary example. 

One of the largest single 
costs In developing a new 
vehicle for production is that 
of manufacturing the dies used 
for pressing and stamping the 
often complex sheet metal 
components of the body. The 
machining of the dies is 
profoundly complicated, and 


25years in the service of tho Japanese Car Industry 
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Toyota has been among the 
industry leaders in using 
five-axis computer controlled 
machining centres to reduce 
the required times, and hence 
costs, substantially. 

This year, however, it has 
unveiled another example of 
technological lateral thinking 
that promises to take a further 
huge slice of costs off these key 
processes. Instead of pressing 
the sheet metal between 
conventional male and female 
steel dies, it has begun using 
as the female die ... water. 

The male die stamps the 
metal sheet into a water 
“bath". Because the water, 
trapped in a confined space, 
will conform itself exactly to 
the shape of the male die, the 
accuracy of parts produced in 
this way is better than that of 
the conventional system, 
because unlike a female die the 
water will not “wear” with 
repeated pressings. 


Not least, however, the 
system means that only one 
die per pressing is needed, 
producing an automatic cost 
saving of 50 per cent. 


The anag with the process is 
cycle time. Currently it is 
considerably longer than the 
second or two of a conven- 
tional press transfer line. But 
it is already suitable for 
low-volume vehicle applic- 
ations and Toyota has no 
doubt that a substantial 
reduction in the cycle time of 
the water system is feasible 
with further development 






concern about the envirc 
ment, coupled with the sha 
reminder of oil price volatill 
provided by the Gulf cris 
Inevitably is thrustii 
development of the envirc 
mentally “friendly” car ai 
greater fuel efficiency to t 
top of the R&D agenda. 


The former, stresses Mr 
Shigenori Fukuda, director and 
general manager of Mazda 
Motor Corporation's design 
division, must include the 
ability of vehicles to be 
virtually completely recycled 
at the end of their working 
lives. To that end Mazda, like 
all other major Japanese 
producers, is conducting 
intensive research into the 
application of new materials 
such as thermoplastics. 

Safety, too, suggests Mr 
Fukuda, is climbing up the 
league table of priorities. The 
old motor industry adage that 
“safety doesn’t sell” Is rapidly 
losing its validity under the 
pressure of increasing traffic 
congestion and mounting road . 
casualties. 

Like Mr Nagayuki Marumo, 
executive managing director of 
Nissan’s research and 
development centre at AtgugL. , 
Mr Fukuda believes that some , 
of the most useful electronics . 
technology for the car of the , 
future will take the form of 
navigation and guidance , 
systems, within what has come ! 
to be known as an “intelligent” 
car in which most of the | 
systems - from engine , 
management, through j 
suspension and steering - 
computer-controlled. j 

Such navigation systems f 
have a contribution to make _ ■ 
which extends far beyond mere ' , 
convenience for . motorists. 
Studies within the European 
“Prometheus” motor industry ♦ 
research project have ; 
established unequivocally that - 
delays caused by traffic . 
congestions cost the region j 
tens of billions of dollars : 
annually. Pollutants fro® { 
exhaust emissions are : 
increased substantially as ® : 
result of journey times befog ! 
significantly prolonged- 

John Griffiths * 
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IN- THE preparations for tho 
European Community's single 
market, no issue has proven 
more intractable, more 
time-consuming or potentially 
more explosive than the 
attempt to formulate a policy 
mi Japanese car sales in the 
EC after 1992. e 

In marked contrast to other 
trade disputes involving the 
EC and Japan, the biggest fric- 
tions have arisen hot between 
Brussels and Tokyo but in the 
Community's own ranks, as it 
has struggled vainly to 
coalesce around a common 
negotiating position. 

Furthermore, the conse- 
quences of a failure to resolve 
Jim issue could be at least as 
■ serious for the EC as for Japan. 
At best, they would mean con- 
tinued segmentation of the 
European car market; at worst, 
a bruising political showdown 
between Brussels and several 
EC governments. 

The problems arise from 
long-standing quotas on Japa- 
nese car imports in the UK, 
France, Italy, Portugal and 
Spain. Brussels Judges these to 
be incompatible with the 
removal of internal border con- 
trols as they can be enforced 


only by limiting transship- 
ments of Japanese cars from 
unrestricted EC markets such 
as Belgium or Germany. 

The Commission says it 
favours free trade in cars. But 
rather than simply d we aring 
the five countries’ quotas ille- 
gal. it has proposed that their 
removal be followed by a tran- 
sitional period of voluntary 
restraints on Japanese car 
sales in the EC. 

The approach calls on the 
Japanese to monitor their ship- 
ments to the restricted coun- 

Car-makers accused 
Brussels of giving all 
the growth away 


tries after 1992,' to ensure that 
sales do not exceed levels to be 
agreed with the EC. Such a 
system has been endorsed in 
principle by all 12 EC govern- 
ments and by Japan. Bat in 
practice, the harder the Com- 
mission ha? tried to define 
detailed arrangements for 
implementing it, the trickier it 
has become. 


( JAPANESE AUTOMOTIVE INDUSTRY 5 ) 

An issue to be resolved before the advent of the single market 

Car quotas cause friction 


The task has been compli- 
cated further by the w eakening 
of the European car market, 
after four years of record sales. 
That has contributed to a hard- 
ening of positions in the indus- 
try with Mercedes-Benz of Ger- 
many as the only large 
manu fa c turer still publicly tak- 
ing a free trade line. 

The governments and main 
car-makers of France and Italy 
have also escalated their 
demands. As well as seeking to 
protect their national markets 
for as long as possible, they 
have been pressing Brussels to 
exact from Japan promises of 
trade “reciprocity - on a wide 
range of products. 

The EC’s internal delibera- 
tions have encountered three 
principal areas of difficulty: 
■The length of the transition 
period and the permitted 
growth of Japanese car sales. 
No firm proposals have been 


made, while the Commission's 
efforts to provide a basis for 
discussion by projecting likely 
trends in the EC car market 
have stirred further dissent 
In a paper last autumn, the 
Commission estimated by 
the end of this decade, Japan’s 
sha re of EC sales would have 
almost doubled from 10.4 per 
cent to 18.7 per cent However, 
these figures aroused angry 
protests from European car- 
makers, which accused Brus- 
sels of planning to give away 
to the Japanese all the expec- 
ted growth in the market 
Recently, the heads of Flat 
Renault and Volkswagen have 
called for arrangements which 
would give the Japanese a 
smaller share of the overall 
increase in the market in years 
of slo w sales growth than in 
strong ones. 

■Output from “transplants”. 
There has been strong pressure 


from some continental govern- 
ments and car-makers to 
include production from Japa- 
nese assembly plants inside 
the EC in the proposed 
restraints. But that would vio- 
late both the EC’s own laws 
and international trade rules, 
since such cars clearly qualify 
as Community products. More- 
over, as host to assembly 
plants belonging to Nissan, 
Toyota and Honda, Britain has 
made clear that it would 
oppose any EC attempt to limit 
their output as fiercely as it 
did France’s efforts to block 
imports of UK-made Nlssans. 

The Commission's response 
to this dilemma so far has been 
a classic bureaucratic fudge. 
While stating that Japanese 
cars assembled in the EC can- 
not legally be covered by the 
proposed restraints, it also said 
that trans plan t output must be 
“taken into account” when cal- 


culating future permitted lev- 
els of Japanese imports. 
■Enforcement of the proposed 
restraints. Mr Martin Bange- 
mann. the EC industry com- 
missioner, is relying on the 10- 
year “block exemption” of the 
motor industry from EC com- 
petition rules to enable Japa- 
nese car-makers to control 
their sales on currently 
restricted markets. 

The exemption allows car- 
makers to distribute their 
products exclusively through 
designated dealers. However, it 
contains a big loophole as It 
also permits “parallel imports” 
of cars from one EC country to 
another, either by individuals 
or by specialised intermedi- 
aries known as mandataires. 

A surge in “parallel imports” 
would threaten the entire basis 
of the proposed restraints. 
Whether that is likely to hap- 
pen may depend on the out- 


come of a court case between 
Peugeot and Ecosystem, a 
mandataire which imports Peu- 
geot cars from Belgium into 
France at highly competitive 
prices. 

In addition. Sir Leon Brlttan, 
the competition commissioner, 
is unhappy about the EC tak- 
ing steps which could impede 
competition in the single mar- 
ket by endorsing the mainte- 
nance of national barriers. 

Finding solutions to these 
problems is likely to call for 
skilful diplomacy, technical 
ingenuity and a greater readl- 

Even If the EC and 

Japan agree, delays 
seem inevitable 


ness to make political compro- 
mises than the EC has shown 
to date. Continued stalemate 
could lead the Commission to 
challenge the legality of EC 
members' national quotas after 
1992. That would threaten to 
poison the political atmosphere 
and could prompt some coun- 
tries to resort to other types of 
action to keep Japanese cars 


out of their markets. 

But even if the EC and 
Japan can agree on transi- 
tional restraints, they seem 
bound to involve measures 
which would delay the achieve- 
ment of a true single market in 
care until well after 1992. Fur- 
therm ore, the benefits of such 
protection to the European car 
industry are questionable. 

Some experts, such as the 
authors of a Massachusetts 
Institute of Technology study 
of the world car industry (see 
below), fear that continuing to 
shelter European producers 
could retard, rather than accel- 
erate, their adjustment to the 
challenge of highly efficient 
Japanese competition. 

The MIT experts give a stark 
warning of just how much 
ground the Europeans have to 
make up: “The European auto 
Industry is today, after a 50- 
year transition from craft pro- 
duction, the leading proponent 
of old-fashioned mass produc- 
tion - high volume, long prod- 
uct runs, infinitely fragmented 
work, ‘good enough' product 
quality, enormous inventories, 
massive factories.” 

Guy de Jonquteros 


0 sight 


THE WORLD’S leading car makers 
expect Europe to be the battlefield 
of the 1980s. Much of the increased 
competition will come from the 
development of production capacity 
in Europe by leading Japanese car 
makers, writes Kevin Done. 

Nissan, Honda and Toyota are 
already well-advanced with projects 
that win create a capacity for prod- 
ucing more than 500,000 cars a year 
in Europe by the mid-1990s. 

At the same time Mitsubishi and 
Mazda are waiting in the wings, as 
they seek joint venture partners to 
ease their entry into local European 
production. On a smaller scale 
Suzuki is building small four-wheel 
drive leisure/utility vehicles in 
Spain and is planning to become the 
first Japanese car-maker to assem- 
ble cars in eastern Europe In a joint 
venture in Hungary. 

Without the same fanfares Japa- 
nese vehicle makers, including 
Isuzu, Nissan, Toyota and Suzuki, 
are also establishing a si gnificant 
local assembly presence in Europe 
for light commercial v ehicles 

Significantly, the vehicle assem- 
blers are being followed into Europe 
by a rapidly growing group of Japa- 
nese automotive components suppli- 
ers, led by companies such as Nlp- 
pondenso and Calsonic, which are 
seeking to use the arrival of the 
vehicle makers as their own spring- 
board into Europe. They are sinking 
business from both the Japanese 
transplants and from established 
European vehicle producers. 

The component suppliers are 
choosing widely differing paths into 


Europe, including joint ventures, 
the building of greenfield site 
plants, acquisitions of existing sup- 
pliers in Europe and licensing deals. 

According to a study by the Econ- 
omist Intelligence Unit, Japanese 
car-makers are set to capture 
around 18 per cent of the western 
European new car market by 1995 
compared with, about IL5 per cent 
this year, inter nal studies by the 
European Commission suggest that 
virtually all the growth expected in 
the European car market during the 
1990s could be taken by the Japa- 
nese producers. 

Japanese car-makers have chosen 
the UK ns the main springboard 
from which to launch a growing 
assault on the European market 

Honda’s decision last year to 
begin car assembly in the UK was 
the dramatic culmination of a wave 
of UK investment by the three lead- 
ing Japanese car makers, Toyota. 
Nissan and Honda which now totals 
some £L81bn. The projects will cre- 
ate 8,250 direct jobs, and at least the 
same number in the automotive 
components industry. 

As part of the Japanese offensive: 
■Nissan is committed to building 
200,000 cars a year at Sunderland by 
1992-93. Output, which began in 
1986, has reached around 76,000 this 
year, and is set to rise by 45 per 
cent to 110,000 cars in 1991. 

■Toyota is committed to building 
100JXX) cars a year by late 1995, ris- 
ing to 200,000 cars by 1997-98 at Bur- 
naston, near Derby, bat this time- 
table could weQ be brought forward. 
■Honda Is committed to building 


The Japanese gear up for European production 

Battlefield of the 1990s 


100,000 cars a year by 1994 at Swin- 
don in southern England, where it 
is already building engines. 

The moves by Nissan, Toyota and 
Honda appear to guarantee that UK 
car output in the second half of the 
1990s will exceed 2m cars a year 
(more than double the level of the 
first half of the 1960s) and by then 
Japanese car makers will account 
directly for around a third of UK 
car production. 

In addition to building its own 
car assembly and engine plant, 
Honda has also taken a 20 per cent 
equity stake in the vehicle 
operations of Rover Group, further 
strengthening its 11-year relation- 
ship with the UK's leading car- 
maker. As part of the arrangement 
Rover has taken a 20 per cent 
equity stake in Honda of the UK 
Manufacturing (HUM), the Japanese 
group's British subsidiary, which 
will build and operate the £300m 
assembly plant at Swindon. Some of 
the production will be sold under 
the Rover badge. 

Through its liaison with Rover, 
Honda is also having cars built 
under contract at the UK group's 
Longbridge. Birmingham plant. 
Output there of the Honda Concerto 
is planned to total 30-40.000 a year. 


Nissan has already Indica ted its 
ambition to expand to a capacity of 
400,000 cars a year in the UK by the 
late 1990s, and both Toyota and 
Honda are expected to expand sig- 
nificantly beyond their present pub- 
licly declared targets. 

The three Japanese groups have 
agreed to reach at least 80 per cent 
local (European Community) con- 
tent levels at their UK plants, and 
all plan to export between 50 and 60 
per cent of their output to conti- 
nental European markets. All three 
car manufacturers will also be prod- 
ucing engines In the UK 

It is already dear that the Euro- 
pean transplants can also be expec- 
ted to play a wider role eventudly 
in the Japanese car-makers’ global 
production networks. 

Nissan is planning to export 
around 10,000 cars a year from its 
UK assembly plant to Japan and 
Taiwan, b eginning next year, the 
first such move by a Japanese 
vehicle maker to ship cars from 
Europe to Asia. 

Nissan was the first Japanese car 
maker to begin development of a 
car plant in Europe. Production 
started at its £640m plant at Sun- 
derland in north-east England in 
1986 and exports to markets in con- 


tinental Europe began in late 1988. 

The planned Toyota plant, the 
company's first European car plant, 
is scheduled to begin production at 
the end of 1992 with output glim - 
bing to 200,000 cars a year in the 
second half of the 1990s. The com- 
pany is hoping to achieve 60 per 
cent level of local content by 
August 1983 and 80 per cent by mid- 
1995. Construction worts started at 
the 580-acre site at Bumaston, near 
Derby earlier this year. 

According to Mr Junji Numata, a 
managing director of Toyota Motor 
and chairman of Toyota Motor Man- 
ufacturing (UK), around 70 per cent 
of the output will be exported 
chiefly to continental Europe. 

Toyota is also studying the export 
of cars from the UK to Japan. Mr 
Numata says that around 80 per 
cent of the 200,000 engines a year to 
be produced at Toyota's £140m 
engine plant on Deeside, North 
Wales, will be supplied to Burnas- 
ton, but around 40,000 a year will be 
exported to Toyota plants abroad, 
including those in North America. 

Production at the Toyota plant is 
doe to start in late 1992. The facili- 
ties will include stamping, body 
welding, paint, plastics and assem- 
bly operations. The investment is 


being made in two phases with the 
first stage of producing 100,000 care 
a year to be reached In late 19%. 
Toyota hopes to produce 200,000 
cars a year by 1997-98. 

It plans to build a 1.8 litre car 
range at Bumaston in the class of 
its present Carina U car. This will 
take Toyota into direct competition 
with European-produced cars such 
as the Ford Sierra, the Opel Vectra/ 
Vauxhall Cavalier and the Peugeot 
405, as well as Nissan's UK-pro- 
duced Prim era. Toyota aims virtu- 
ally to double Its share of the West 
European new car market by the 
late 1990s to around 5 per cent. 

Mr Numata says that Toyota 
hopes to produce 200,000 units of 
the new car range with three body 
shapes, saloon, hatchback ana 
estate car, in order to achieve the 
economies of scale, rather than 
introducing a second range. Nissan, 
by contrast, is already committed to 
building two ranges at its Sunder- 
land plant, the existing upper-me- 
dium Prim era range launched this 
year to replace the Bluebird, and a 
MIcra- class supermini to be 
launched in 1992. 

Toyota plans to sell around a 
third of its production in the UK 
and two-thirds In export markets, 
chiefly in Europe, says Mr Numata. 
Under a voluntary agreement with 
the UK government, Toyota will 
aim to reach a 60 per cent local 
content level by August 1993 and 80 
per cent by mid- 1995. 

Nissan is also establishing two 
centres in the UK for its European 
vehicle design and development 


operations as part of a £3lm invest- 
ment, which will create more than r 
350 jobs. Nissan European Technol- 
ogy Centre, the company which will 
form the European link in the com- - 
pony’s planned global research and 
development network, is locating its 
main operation at the technology 
park at Cranficld Institute of Tech- 
nology in Bedfordshire. A second 
operation will be established at the 
company's existing car assembly 
plant site in Sunderland. 

Nissan maintains that the NETC 
will be responsible for original ■ ~ 
design and development of future 
cars and light commercial vehicles ... 
to be built at its assembly plants in 
the UK and in Spain. 

Nissan aims to create a stand- 
alone design and development capa- 
bility in Europe, which within five •* 
years should be able to take on the 
development of a new model range ... 
distinct from models under develop- 
ment in Japan or the US. •« 

Mr Ian Gibson, managing director 
of Nissan Motor Manufacturing UK. .. 
Nissan’s UK car assembly opera- 
tion, says: “The target is that we 
should be able to design a vehicle 
from scratch in Europe." 

For the future Nissan's European ■ 
operations will continue to draw 
engines and transmissions from the ... 
parent company's design and devel- 
opment resources in Japan, but -v 
within eight to 10 years it aims to 
launch European model ranges, 
where the body, suspension, drive - 
axles and trim have been designed, 
developed and engineered in ... 
Europe, chiefly in the UK 





Kevin Done looks at the advantages of ‘lean production* 
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THE- EUROPEANS take more 
than twice as long as the Japa- 
nese to assemble a car. It takes 
the Europeans and the 
Americans almost double the 
engineering effort to develop a 
new car compared to the Japa- 
nese, and the Japanese will fin- 
ish in two-thirds of the time. 

These are some of the pro- 
vocative findings of a study 
published recently after five 
years of research led by the 
Massachusetts Institute of 
Technology. It suggests the dif- 
ferences stem from a manufac- 
turing revolution led by the 
Japanese auto industry that 
has been as sweeping as the 
triumph of mass production 
over craft production in the 
early decades of the century. 

The MIT study’s directors. 
Daniel .Rods, James Womack 
and Daniel Jones insist that 
"scaremongering about the 
Japanese threat and tougher 
fonns of protection are not the 
answer and are self-defeating." 

The S5m, 14-country study 
undertaken by the Interna- 
tional Motor Vehicle Pro- 
gramme at MTT — which has 
been published recently as . a 
book entitled “The Machine 
That Changed The World” - 
maintains that a new way of 
making thin gs, the authors 
have coined the phrase “lean 
production”, is rapidly making 
mass production ohsolete. 

Lean production is consid- 
ered to have arisen first in 
Japan with the concepts pio- 
neered after the Second World 
War by Mr Eiji Toyoda and Mr 
Taiichi Qhno at the fledgling 
car-maker Toyota. However, 
other Japanese and some west- 
ern groups are implementing 
elements of lean production 
elsewhere, most notably In 


North America, says the study. 

How does the lean produc- 
tion pioneered by Japanese car 
makers differ essentially from 
mass production? 

According to Roos, Womack 
and Jones, the mass producer 
uses narrowly skilled profes- 
sionals to design products 
made by unskille d or semi- 
skilled workers tending expen- 
sive single purpose machines. 
These churn out standardised 
products in very high volume. 

Because the machinery costs 
so much and is so intolerant of 
disruption, the mass producer 
adds many buffers in the shape 
of extra supplies, extra work- 
ers and extra space in order to 
ensure smooth production. 
Since changing over to a new 
product costs even more, the 
mass producer keeps standard 
designs in production for as 
long as possible. 

“The result: the consumer 
gets lower costs but at the 
expense of variety and by 
means of work methods that 
most employees find boring 
anrt dispiriting.” 

The lean producer, by con- 
trast, uses teams of multi- 
sltilled workers at all levels of 
the organisation, and employs 
highly flexible, increasingly 
automated machines to pro- 
duce lower volumes of prod- 
ucts in great variety. 

The MIT study uses the term 
“lean” production, because the 
system uses less of everything 
compared with mass produc- 
tion, “half the human effort in 
the factory, half the manufac- 
turing space, half the invest- 
ment in tools, half the engi- 
neering hours to develop a new 
product in half the time.” 

The study traces the begin- 
nings of lean production tech- 
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tuques to the troubled early 
days of Toyota in Japan when 
the company was beset by 
strikes. In 13 years of effort 
Toyota had by 1950 produced 
2,685 cars compared with the 
7,000 (cars and kits) a day that 
were pouring out of Ford's 
massive vertically integrated 
complex at Rouge close to 
Detroit Today Toyota is the 
world’s third largest car maker 
and is dose to capturing 10 per 
cent of the world car market 

Ohno began by rethinking 
processes in the metal 
stamping shop and the final 
assembly area, but eventually 
the principles of lean manufac- 
turing have been applied 
throughout the automobile 
manufacturing chain from 
assessing the wishes of cus- 
tomers, to design, develop- 
ment, engineering, manufac- 
turing, the components 
supplier network, final assem- 
bly and distribution. 

Under the system of mass 
production “letting cars go on 
down the line with a misa- 
ligned part was perfectly OK 
because this type of defect 
could be rectified in the rework 
area, but minutes and cars lost 
to a line stoppage could only 
be made up with expensive 
overtime at the end of a shift 
Thus was born the ‘move the 
metal mentality' of the mass 
production auto industry." 

In the MIT analysis Ohno’s 
thinking on rework was 
inspired. He reasoned that the 
mass production practice of 
passing on errors to keep the 
line winning caused them to 
multiply endlessly. He placed a 
cord above every work station 
and. Instructed workers to stop 
the whole assembly Hue imme- 
diately if a problem emerged 
that they could not fix. Then 
the whole team would come 
over to work on the problem. 

The Toyota Production Sys- 
tem and from it lean produc- 
tion has taken a couple of 
decades to develop, but the 
results have clearly been 
impressive. “Today, Toyota 
assembly plants have practi- 
cally no rework areas and per- 
form almost no rework. By 
contrast a number of current- 
day mass production plants 
devote 20 per cent of their 
plant area and 25 per cent of 
their total hours of effort to 
firing mistakes.'*' 

The testimony to this 
achievement comes from 
American buyers' reports on 
the quality of rival products. 
Toyota's vehicles, says the MTT 
study, have among the lowest 
number of defects of any in the 
world, comparable' to the very 
best of the German luxury car 
producers. But the Germans 


devote many hours of assem- 
bly plant effort to rectification. 

The data on which the MIT 
conclusions are based come 
from what is claimed to be the 
most comprehensive interna- 
tional survey of the auto indus- 
try ever undertaken. The Inter- 
national Motor Vehicle 
Programme gathered informa- 
tion from over 90 plants in 17 
countries, about half of the 
world's assembly capacity. 

A Japanese luxury car plant 
required one half the effort of 
the American luxury car 
plants, half the effort of the 
best European plant, a quarter 
of the effort of the average 
European plant, and one-sixth 
the effort of the worst Euro- 
pean luxury car producer. 

“At the same time the Japa- 
nese plant greatly exceeds the 
quality level of all the plants 
except one in Europe, and this 
plant requires four times the 
effort of the Japanese plant to 
assemble a comparable prod- 
uct No wonder western luxury 
car producers are terrified by 
the arrival of Lexus, Infiniti, 
Aetna and the Japanese luxury 
brands still to come.” 

The MIT researchers insist 
that their study has shown 
that it is too simple now to 
equate “Japanese” with “lean” 
production and “western" with 
“mass” production. The levels 
of achievement vary greatly in 
Japan Itself as well as else- 
where in the world. Some 
plants in Japan are not partic- 
ularly lean and some Japanese- 
owned plants In north America 
now demonstrate that lean pro- 
duction can be practised far 
away from Japan. 

The gap in productivity and 
quality in tha assembly plant 
has been apparent for some 
time, but it is now in new 
model design and development 
that some of the most ala rming 
disparities are to be found. 
They add credence to the 
impression that traditionally 
organised western car makers 
are in danger of being 
swamped by an array of new 
products, developed with much 
shorter lead times and with 
much shorter life cycles. 

The MTT team found that a 
totally new Japanese car 
required 1.7m hours of engi- 
neering effort on average and 
took 46 months from first 
design to customer deliveries. 
By contrast, the average Euro- 
pean and US projects of compa- 
rable complexity took 3m engi- 
neering hours and consumed 
60 months. 

The Machine That Changed The 
World, Jama P. Womack. Daniel T. 
Jones A Daniel Haas. Scat son Asso- 
ciates, Macmillan Publishing Com- 
pany. 866 Third Axxrtue, New York, 
N.Yjooxl S22.SO. 
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The vehicle we drive and travel in. 
Enhancing comfort, safety, and dependability. 

A pleasurable and gratifying experience. 
Nippondenso’s progressive automotive electronics,.. 
Making our dreams come true. 

NIPPONDENSO CO., LTD. 
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QUALIFIED ACCOUNTANT 

A leading financial institution wishes to recruit a qualified 
accountant, aged 28-35 for the Financial Control and 
Management Information Systems area. 

POSmONS: 

Reporting to the Financial Controller, this is a challenging 
role for an experienced finance professional with strong 
systems skills to strengthen the design and implementation 
of Integrated financial systems. 

QUALIFICATIONS: 

Chartered or Certified Accountant qualified from the UK or 
USA with three to five years experience in banking or with 
a professional firm. Experience of systems analysis and 
design would be an advantage. 

Salary and related benefits will be commensurate with 
qualifications and experience. 

CVs supported by educational and experience certificates 
should be forwarded to: 

PERSONNEL MANAGER 

P.O.Box: 17230, Riyadh 11484 
Saudi Arabia. 

All applicants will be treated in strict confidence- 


Appointments 

Advertising 


appears every 
Wednesday & 

Thursday 
& Friday 
(international 
edition only) 

For further 
information 
please call 

Jennifer Hudson 
071 873 3607 

Richard Jones 
071 873 3460 

Denise Morrice 
071 873 3199 



CHARTERED ACCOUNTANT 
£ 24 , 000 . 
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FINANCIAL TIMES 
EUROPE’S BUSINESS 
NEWSPAPER 

desire vous faire part d’un accord 
publicitaire avec 
LES ECHOS 

le quotidien de 1’ economic le plus 
important en France. 

Une annonce dans le FINANCIAL 
TIMES et LES ECHOS augmentera de 
fa?on substantielle 1’ impact de votre 
message sur les cadres dirigeants en 
Europe. 

Chaque semaine les annonces paraltront 
dans les Echos le mardi et dans le 
Financial Times le mercredi (le vendredi 
dans l’Edition Internationale du Financial 
Times). 

Pour de plus amples renseignements, 
veuillez contacten 

STEPHANIE SPRATT 

071 873 4027 


ACCOUNTANCY COLUMN 


Money men play Santa to Muscovites 


AS THE west prepares to gorge on 
turkey and mince pies, Muscovites are 
bracing themselves for a hard winter. 
Snow is fading; the food shortages are 
getting bigger, the queues longer. 

The authorities are terrified that 
supplies of bread are going to run out 
It is disturbing enough that supplies 
of meat, fruit and other commodities 
are already erratic, disrupted by the 
workings of the black market It 
would be catastrophic if the same 
happened to bread. 

Bread occupies a central position in 
the Russian diet and culture. It has 
been celebrated by poets and novelists 
since the time of Pushkin. 

Today, the ready availability of 
bread is one of the flew certainties in a 
world of change. So stable have sup- 
plies been that the last time there was 
□0 bread in Moscow was in October 
1917. 

Father Christmas came to Moscow 
early this year, in the unlikely hum of 
Mr Keith Burgess, the Welshman who 
heads Andersen Consulting in the UK 
In the autumn, he visited the Soviet 
Union on a marketing trip, meeting 
members of the Moscow Soviet 

ffis mission was to advise on how 
western knowhow could be applied to 
the myriad problems facing the Soviet 
Union. He came up with the idea that 
Andersen should advise on improve- 
ments to the way bread reaches the 
shops in Moscow. 

The authorities liked the suggestion 
and last month a team of five consul- 
tants went to the Soviet capital. They 
completed their report a fortnight ago 

accepted. 

More consultants will go out early 


David Waller has a seasonal tale 
about a team of hard-headed 
consultants doing their bit for 
the hungry. The charitable team is 
from Andersen Consulting, an 
organisation better known for its 
Scrooge-like financial controls. 
Those who are going hungry are 
the people of Moscow. 


next year to help to put the plans into 
operation. 

Many firms of accountants and con- 
sultants are now active in eastern 
Europe and the Soviet Union. The 
Andersen project gives a good insight 
in to the work that the firms are doing 
and the needs the country is facing. 

Some 2,400 tonnes of bread are 
baked every day in Moscow, in 24 
factories and 38 smaller bakeries, 
most of which were built in Stalin's 
era. The product is distributed via 720 
supermarkets and 700 bread shops. 

The grain for the mills arrives in 
Moscow in barges that have Boated 
down the Moskva. A fleet of trucks 
dist r i bute s the grain to the factories 
and Knirgrwc Once in the factory, the 
grain is stored in hoppers before 
being ground down and mixed with 
water and other ingredients to create 
dough. The dough is chopped to size 
a nd Hair**! 


The bread emerges, is racked, and 
is then left outside fin- rano^Hnn and 
distribution. It stands in the co ld for 
several hours before being delivered 
to the shops. It is sold on a strictly 
“first-in, first-cut” basis. 

It is heavier than the western prod- 
uct and contains no additives. As a 
result, the average loaf (which costs 
the consumer between 2 Qp and lp, 
depending on which exchange rate 
you use) stays fresh for between six 
and 14 hours. 

Such are the hold-ups that the 
bread is generally stale by the time 
the disgruntled Muscovite gets hold of 
a loaf. There is only a nimtoH supply 
of bread on the black market. 

Remember that Andersen consul- 
tants encounter cultural obstacles 
when they talk to accountants from 
Arthur Andersen or Price Water- 
house. They certainly encountered 

conceptual rfiffimlHfts when taTVIiig 


to Soviet Hairing engineers and van 
drivers. . . 

According to Mark Aston, the part- 
ner in charge of the prcdect. not the 
least of the conceptual difficulties was 
that Thiaifans have no concept or the 
consumer. That was resolve d pret ty 
rapidly, however, by the suggestion 
that consumer meant “the people in 
the Marxist sense. 

. Even so, it was difficult to persuade 
people working in different parts of 
the production pipeline to talk to one 
another. Initiative was scarce. There 
was no notion of productivity, no way 
of measuring performance save by ref- 
erence to the production targets set 
by the Ministry of Trade, the Ministry 
of Grain Production, the Moscow 
Bread Retailing Organisation and the 
Moscow RgfariKng Organisation. 

The conclusion reached by Aston 
was that there was nothing wrong 
with the afrqoli 1 *** amount of bread 
baked in Moscow, and tW * therefore 
there would be no outright shortages. 
So long as the grain arrives from the 
republics - perhaps a dubious 
assumption to make - Muscovites 
can be guaranteed a regular supply of 
bread. Whether that bread is fresh is 
a different question: by way of market 
research, an did lady told Mr Aston 
that she could only get what she 
wanted two days a week. 

■Hie pipeline is fragile - with bot- 
tlenecks appearing at the baking 
stage (where capacity is under-used) 
and at the paint of delivery from fac- 
tory to shop (where drivers spend too 
much time dealing with red tape). 
Perceptions of a shortage could, how- 
ever, lead to panic buying and a real 

and damag in g shortage. 


Andersen’s short-term recommen- 
dadons were as foUow* top* 
fivftv of the plant should oe unproved 
(by%mple ruiitgttgnte 
nrocess) and should be more ctosriy 
Lml to the peaks and trough* of 
Kndfor breadthroughout the day: 
and the productive use oT transport 
should be tightoMd so that driven 
Send more time driving and tea (time 
tiffing out forms at the factory 

^Furthermore. the process by which 
the shops place their orders should be 
rationalised: It to not uncommon fin- 
erne factory to have only two phones 
to take orders from hundreds of 
shoos. If the order fails to get 
through, the factory manager 
assumes that the demand does not 

exist and bakes accordingly. 

In the long term. Andersen recom- 
mends that: greater commercialisa- 
tion should be Introduced into the 
bread pipeline: factor y technology 
should be updated; and western-style 
performance measurement systems 
should be put into place to link 
rewards to output. 

The short-term proposals- 
are intended to ensure that supplies 
of bread - with some degree of choice 
- are available on four, rather than 
two days each week. For that, 
Muscovites will have to thank Mr 
Burgess. He finds It very difficult 
to own up to the fact - so 
uncommercial (toes it seem - but the 
original project was carried out free of. 
charge. 

Once the festive season is over, 
however, Andersen will revert to 
type: it Intends to charge far putting 
its recommendations into practice. 


ACCOUNTANCY APPOINTMENTS 


FINANCE DIRECTOR (Designate) 


HAMBURG, GERMANY 


DM 150,000 pJL + bonus 
(Equity participation available) 


The company is a major subsidiary of an unquoted UK pic, operating in the 
engineering sector and enjoying niche market leadership throughout 
Europe. 

The position reports directly to the local German Managing Director and 
the Group Finance Director, and the appointment is viewed as a key role in 
the future development of tine business. 

The ideal candidate is a UK qualified accountant with industrial 
experience, fluent in both German and English, and used to tight reporting 
deadlines to UK accounting standards. 

Relocation assistance is available to the successful applicant 

All applications will be treated in strictest confidence. Please apply in 
writing, with full CV and availability, to: 

The Group Finance Director, 
write Box A324, Financial Times, 

One Southwark Bridge, London SE1 9HL 


III 

MACARTHY PLC 

GROUP FINANCIAL 
ACCOUNTANT 


C£ 24 K + Car 


Beds. 


Macarthy PLC b a healthcare group engaged In the manufacture, distribution and 
retailing of pharmaceutical, mecficai and heatthtood related products In the U.K. The 
Company alms to bu>d a group comprising high quality businesses which ore responsive 
to customer demands and have significant shares of the markets they serve. 

At our Group Headquarters to Leighton Buzzard we are currently seeking to recruit a 
bright young Financial Accountant to Join our Finance team. The successful applicant 
wfli assist the Group Chief Accountant In providing financial Information on the Group's 
operations, complfing the statutory accounts and returns, and undertake ad hoc 
investigations. 

The ideal cancfidate will be a recently qualified Accountant (l.year Post QuaWcatton 
Experience), with good 'hands on' personal computer experience who can 
demonstrate commitment, drive and determination to help the Company achieve Hs 
alms and ensue Its place in the market. The position offers excellent opportunities for 
further advancement within the Group. 

In return we otter an attractive adkrry end benefits package. B you feel the* you can take 
up our challenge, then please in the first instance, forward a fid C.V. to Mrs. A. McCarthy, 
Personnel Department, McCarthy PLC, Delta House, 33 HockVfo Sheet, Leighton Buzzard, 
Beds. LU7 8EZ. 



GROUP TREASURY 


Switzerland 


Age 30-45 


£50-80,000 + Outstanding Benefits 


This £1 billion turnover multinational organisation is currently relocating its wo rl d wide 
headquarters. The company operates sales, service and logistics operations in nearly 
thirty different countries and distributes through an additional fifty It is a recognized 
leader within its industry. 

Working as part of the senior finance team the successful applicant's contribution will 
be vital to the executive management group. The role wfli require dose working 
relationships with the Finance Managers or subsidiary companies. 

Key responsibilities will include: 

• cash and currency management to minimise complex exchange risks 
and financing costs 

• ensuring the group is ad e quately financed both to meet agreed 
targets and to enable planned growth to prosper 


* monitoring individual unit's borrowing facilities 

* lead and train a specialised central treasury team 

* undertake international travel to maintain bank relations! 
group contacts as well as to assess financing requirements 
major projects 


and 

certain 


The position would suit a professional from an established multinational treasury 
team. The role commands an outstanding salary and benefits package which will be 
tailored to suit the successful candidate’s demands. Knowledge of Italian in addition 
to English would be an advantage though not essential. 

Interested applicants should telephone Richard Parnell today on 071-437 0464 
(fax 071-437 0597) or write to him, enclosing brief details at the addr^ below. 


ROBERT ♦ WALTERS ♦ ASSOCIATES 

FSECRUTTMENT CONSULTANTS 
Queens House 1 Leicester Place London WC2H 7BP 
Telephone: 071-437 0404 pax: 071-437 OS97 




FINANCE DIRECTOR DESIGNATE 


ASSET BASED FINANCE 


East Midlands 

A subsidiary of a diversified and successful Financial Services Group, this highly 
innovative asset finance and leasing company has just secured new capital backing to 
facilitate its exciting expansion plans for the Nineties. 

To help ensure the successful implementation of the plan, they seek to app o in t a 
dynamic and entrepreneurial Finance Director Desig n a t e to complete the senior 
management ream based within easy commuting distance of London. 

Reporting to and working closely with the Managing Director, you will be totally 
responsible for the Finance and Treasury Function in addition to a number of other 
strategic tasks vital to the smooth running of the business. 


c£45,000 + Bonus + Executive Car 

A Qualified Accountant, you will have a minimum of five years' commercial 
experience probably gained within a Leasing or financial services environment, 
bound knowledge of lease accounting and experience of negotiating with and 
presenting to funding banks are essential Familiarity with portfolio aquiaitions and 
disposals and credit control procedures would also be an advantage. 

Salary parameters axe flexible and will fully reflect the importance attached 
to this appointment Early promotion to the main Board is envisaged. 

If you feel you have the necessary drive and determination to succeed in this role 
please contact Jonathan Cohen on 071-437 0464 (fax 071-437 0597), or write to 
him, enclosing a detailed CV at the address below. 


ROBERT ♦ WALTERS ♦ ASSOCIATES 

recruitment consultants 

Queens House 1 Leicester Place London WC2H 7BP 
Telephone: 071-437 0404 Fax: 071-437 0597 
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Z)aw Ganze 
ein Stuck 


Loosen you muscles and 
polish your small talk. Dos 
Gojjze ein Stuck (“It's all a 
garj is a party piece, your 
ticket Is your invitation. 

MS 1 ? “eSS 1*W. written 

in 1985, Is about a man, a 
woman and a group of 
kulturdamenherren 
-culture- vultures on the 
spree. Some come from the 
cast, the audience are the rest. 

I don't know if there’s a 
routine. On the first night, 
we played musical chairs; 
after half an hour, an actor 
took each of us by the hand. 

semi-waltzed us across the 

stage and sat us down 
somewhere else. Acton 
chatted to us, there was 
cabaret, tinsel highlights, a 
woman dressed as a tiger, 
nudes embracing, a touch of 
sado-masochism when a mm 
seemed to rape a woman while 
strangling her with his braces. 
All this and a play with a 
message too. 

Gunter Kramer directs the 
work as a companion piece 
to Goethe’s play Stella, which 
Is also in On Cologne 
Schausptelhans repertoire, 
but since capacity for Stella 
is almost a thousand, and just 
99 people are admitted each 
night to the contemporary 
production, only a small 
percentage are going to reap 
the double benefit In fact 
Bath's play could work as a 
commentary on almost any 
classic drama about love, since 
her theme Is life as role-play, 
theatre as metaphor for the 
distance between men and 
women which makes love 
Impossible. 

Two characters appear in 
both productions, In£?id 
Andree as a heroine resigned 
to wayward man, Maria 
Happel as a child who here 
shrtekB out Freud-programmed 
questions like “Do women 
always become mothers?” 
Roth’s best gender battles are 
mime sequences. A set of 
stylish women journalists on 
a “working picnic" stumble 
across a naked man and beat ' 
him to the ground with their 
notebooks and briefcases; one 
a£ them writes their report 
on a manual t y pe writer 
balanced on a seesaw. 

In another sketch, the 
central, nameless couple 
(Andree and Bert Oberdorfer) 
waltz, she tears the record 
from the player. They start 
again; she dances like a 
ragdoll manipulated by Hm, 
then she Is just a limp body, 
feet scraping the floor. Finally 
he throws her into the stalls 
and performs a little 
mock-waltz alone. Each dance 
she comes round in time to 
turn the record off at the same 
point: life a soles of 
programmed acts. 

This is smart but hardly 
original; a play about 
repetition runs a greater risk 
than most of becoming 
repetitive. What keeps interest 
ticking over is Kramer’s 
wizardry as d es igne r . Its as 
tf thi s aih j tiow director finds 
the stage isn’t enough, the 
drama has to spill out into 
the rest of the theatre. 

He retains the set from 
Stella, a gigantic playground, 
but inverts It The audience 
starts off at the back of the 
stage, sitting on garden chairs, 
rustling through the dead 
leaves. Later, during a cocktail 
party, we are moved to the 
front of the stage and the cast 
progresses to the stalls, 
clambering over seats, 
commentating from the aisles, 
looking at us on stage, 
whirling their clothes off 
around the auditorium. O, 
those vile bodies: fun for a 
while, but I wonder who tired 
of watching whom first - cast 
or audience? 

Jackie Wullschlager 






Cinderella 


Visually da zzling: ‘GoodFellas’; and comic renaissance with ‘Crimes and Misdemeano rs' 

That deadly dish , the Euro-pudding 

Nigel Andrews looks back at films good and bad during 1990 


A nnual round-ups are 
/I the best and worst 

A| time for the film 
JL critic. Asked to turn 
one serendipitous twelvemonth 
Into a clearly defined epoch, he 
scratches his head, scours past 
columns and for the 

catchy generalisation. 

It was the Year of the Fading 
Sequel Trend . . . The Year of 
the Resurgent Gangster Thril- 
ler... The Year of the Euro- 
pean Co-Production . . . The 
Year of the Mutant Tur- 
tles . . . The Year of the Ghost 
Film. It was each of these 
things. But most of all, it was 
the year that began on Janu- 
ary 1st 1990 and ended on 
December 31st 1990. 

If there was no one defining 
characteristic, however, there 
was plenty of movement. Hol- 
lywood Removal Services Inc 
were looking long and hard at 
the following: Sylvester Stal- 
lone and his upward-of-$12m 
aaViwg- fee (after «"» semi-hit 
and one flop), David Lynch and 
his reputation for cult-movie 
infallibility (after the wildly 
OTT Wild At Heart) and above 
all the long-running sequel 
phenomenon. This had a poor 
year, with Back To The Future 
3 and Die Hard 2 barely mak- 
ing $l00m each (pin mone y 
today in pictures), and HTTP 2 
and Gremlins 2 declaring vir- 
tual pauperdom with 94050m. 

More on this in Saturday's 
FT when 1 speculate on what 
follows the follow-on in sequel- 
addicted Hollywood. In non-se- 
quel-addicted Europe, it has 
been the year of the Euro pud- 
ding. The recipe for this deadly 
dish is as follows. Take a star 
each from several different 
countries; put them in some 
nameless Euro-setting; select a 
director whose nationality dif- 
fers from any of his actors; pre- 
sell all TV, cable and video 
rights (before any potential 
buyer can see the finished 
film); then shoot the damn 
thing. 

Three Sisters. Dr M, The 
Mad Monkey, Mister 
Frost ... As the Euro-pudding 
steams and quivers around us. 
the kindest thing anyone could 
do is to pour brandy over it 
and incinerate it In only two 
1990 movies did cross-fertilisa- 
tion between Eastern Atlantic 
countries produce a master- 
work. They were the Franco- 
Dutch The Vanishing, a thriller 
about a mass-murderer, and 
the Anglo-(American)-Ita]ian 
The Comfort Of Str an gers, Paul 
Schrader’s tale of death in 
Venice. Both films worked 
because their very subject was 
disorientation. Strangers in a 
strange land, undone by alien 
manners, may be the true and 
only subject for co-productions 
in Burope: at least until we are 
all so federallsed that we share 
a common culture anyway. (Do 


COMPANY NOTICES 


HERON INTERNATIONAL 
FINANCE B.V. 

iscue of up «o u.s. nso/Kxuroo 
Ciurantaad Floating R»M Notts 
duatW 

NOTICE IS HEREBY GIVEN that for lha 
(ntaraai Period commencing on 
Slat December. 1990. the IAS. dollar Nona 
wrili bear imereat at the rata of 7%% per 
annum. The "Interest payable on 21« June: 
1991 against Coupon No. 9 will be 
US. S39.496S2B per US. SUMO Nominal. 

Piecal Agent 

$« a ROYAL BANK of CANAQ4 
EUROPE LIMITED 


LEGAL NOTICES 

PMlrion CMHIt’ilMMVR B a a el wa w li lpi 
VM. N J Vooght and J M Imdate 

o4 Cart QuHy. 8 Gn*m«* ftoaa ' R*a®w. 

BerfcsNre. RG1 IJG _ 

hereby gi« notice dial on the Ifflfi day o» 
December UNO we ware appointed Adminis- 
trative Receivers of Wa above named 
com po»y by National WeaimlnMer Bank 
under the terra of e debenture dated 2 
March 1999 gluing the hoklerx e H« cd and 
floating charge over the whole of the aeeete 
et um company. 

N J Vooght and J M Iredale 
joint Admmistrattve neceJvete 


DMOS1A EPtHIRiStS 
ELEKTWSMOU 
. (PabBe Power Corporation) 

ECU Penorul nt a d Ftoetfag Hate 
Notea due 1997 

NOTICE S HEREBY GIVEN that for the 
Interest Period commencing on 
2lst December, 1990. the Notes will bear 
interest at the rate of 10%% per annum. 
The Interest payable on 21 at March, 
1991 against Coupon No. 18 win be 
ECU 27,03125 per ECU UttO nominal. 

Fiscal Agent 

« ROYAL BANK OF CANADA 
EUROPE LIMITED 

AUTHORITY BANK UNITED 


RegUMred nvmber: 834156 

Mature ol hualnaaf Bank 

Trade dasemcaaon 38 

Administration order made; n December 

1890 

John Stewed Band and Edwin Kirfcer 
Joint admlntetremr* (oUtae holder na(e) 1074 
and 080 of Fennel Kerr Fortier and Partner*. 
New Gaiden House. 78 Hatton Garden. Lon* 
don ECtM SJA. 

CLUBS 

ME hasoiiaivedolherabecanaeolaprfkr 
on fab play and v*U*e lor money. Supper 
tram «LUD am Oteco and top muetetant. 
glamorous Mataesao. escitlng flooahmm. 
071 734 1585. 199 Regent St, London Wi. 



I hear screams of protest from 
a bouse in Dulwich?) 

Thematically, Europe and 
America both brought forth a 
new humanism, which arrived 
hand-in-hand with a .preoccu- 
pation with Haath This odd- 
ttpftmfng wedding is odd only 
until you think about it Death 
is a natural subject for a planet 
entering the last decade of a 
wiiiiwinhim And both death 
anri its happier companion, Mfa 
after death, have usurped our 
screens this year: from Spiel- 
berg’s Always to the smash-hit 
Paramount fantasy Ghost, 
whose $200m revenue to date 
(in America alone) makes it 
one of the five most lucrative 
films in history. 

hi these tales of the beyond, 
the dead do not return with 
decaying flesh, bony fingers 
and raucous laughter. They 
return as we knew them in life. 
Love continues, across the bar- 
rier between here and the here- 


or a lighter shade of tragi- 
comic. And even my reserve 
pantheon, including Miami 
Blues, Time Of The Gypsies, 
Celia, Tremors, Cinema Parad- 
ise and Blaze, glitters with 
proof of modern cinema’s tal- 
ent for fHw HTKnp hilarity from 
horror or a smiling truth from 
tragedy. 

Even those accursed tur tles 
have brought a new comical 
humanism to their genre, the 
comic-strip actios film. They 
may wear shells and look 
slightly green. But with their 
lively argot, their breakdanc- 
ing flair and their hunger for 
pizzas, they are noticeably 
more human than Messrs Stal- 
lone and Schwarzenegger. And 
they give more recognisable 
signs of life than either Mr 
Keaton’s Batman or Mr Beat- 
ty’s Dick Tracy (winner of this 
year’s “Can You Tell Charisma 
From Catatonia?” award). 

The turtles are also funny. 



Schrader’s tale of in Venice: scene from ‘The 
Comfort of Strangers’ 


after. 

Who would have believed in 
this upsurge of sentimental 
mysticism in 1990? After years 
of Halloweens and Friday The 
I3ths, in which human beings 
were something you butchered 
to make a box-office holiday, 
here is a trend that proves a 
long-held Andrews Theory, 
aired In earlier times of censor- 
ship dementia. Every age of 
violence will naturally yield to 
an age of non-violence. These 
things are cyclical; they reflect 
toe times we live in; it is as 
futile and foolish to meddle 
with screen violence as it 
would be to roadblock an ava- 
lanche. 

Indeed we have not only a 
New Humanism in the mnema 
today. We have a renaissance 
of comedy. HaM of my top ten 
films for 1990 are either comic 


Indeed, with Euro-puddings, 
sunset aequelitfo and Holly- 
wood's notion of life-after- 
death all having their amusing 
aspects, the only area of mod- 
em cinema from which it is 
impossible to extract a smile or 
laugh is, I fear, (yes, you 
guessed it) British cinema. 

We barely produced one 
memorable "British” film. We 
hired out our talents to non- 
British movies like Teenage 
Mutant Ninja Turtles, directed 
by Britain’s Steve Barron, or to 
movies that though set in 
Britain had Hollywood backing 
and Hollywood casts, like the 
Puttnam-prodnced Memphis 
Belle. And we had an emer- 
gency meeting with Mrs 
Thatcher in the summer which 
ended with promises of help 
for - British cinema? No, 
European co-production. 


There are two options for 
Britain if it is to survive as a 
movie nation. Either we fond 
an extradition programme for 
all UK film-makers now work- 
ing abroad: ineinding 1 Ridley 
and Tony Scott, Alan Parker, 
Adrian Lyne, Stephen Frears 
and Peter "Gone to Fiance and 
Holland for finance, back 
soon” Greenaway. Or we make 
a determined effort to develop 
a popular, profitable entertain- 
ment sector, producing the 
kind of staple movie traditions 
that supported us before. 

No country can exist without 
bread-and-butter film-making. 
We have collapsed as an indus- 
try because we have no mod- 
ern equivalent to the bygone 
Ealing comedies, Hammer hor- 
rors and Carry Ons; and we ere 
now losing even Bond to for 
eign production bases, not to 

mmnnn mrtiw prhanatirm 

The best news about British 
cinema I beard all year was 
that someone had had the vul- 
gar bravado to set up a sequel 
to The Krays. The Krays 2?!? 
Heaven help us. But then 
Heaven does help those who 
help themselves. And if the 
only popular mythology 
Britain can find with w hich to 
rouse world audiences is East 
End gangsterdom, so be it The 
Kays was the year’s surpris- 
ing native hit, critically and 
commercially. Let us have a 
Krays 2, and put me down now 
for a share in Kays 3. (Let me 
add that I yield to none in my 
loathing for the real-life Reggie 
and Ronnie. But truth-plucked 
anti-heroes have been toe stuff 
ol drama ever since Richard 
HD- 

What better timing for a 
Krays craze than now, since 
gangsterdom is toe flavour of 
the moment in Western cin- 
ema. Coming soon: toe Coen 
brothers* Miller's Crossing, 
Cimino's The Desperate Hours 
and Coppola’s Godfather 3. 
Been and pyrotechnically gone: 
GoodFellas, the most visually 
dazzling film of the year. An 
the cinema need do for a sure- 
fire hit in 1981 is make a movie 
about a gangster who dies and 
comes back to life to romance 
his old moll, watched over by a 
turtle or two ... 

But enough. Time for the 
Top Ten. 

Crimes And Misdemeanors 

The Comfort Of Strangers 

Gremlins 2 

The Krays 

Let's Get Lost 

Metropolitan 

Milou In May 

Piraoi 

A Short Film About Love 
Sweetie. 

And as an honorary eleventh 
film, let me add Jean Vigo’s 
56-year-old L ’A talon te. We 
always knew it was a master- 
piece. Restoration has given it 
new life and a new lease of life. 


SADLER’S WELLS 

London City Ballet has an 
astute understanding of its 
place in the scheme of things. 
There is a large public whose 
expectations of ballet an hap- 
pily met by the repertory that 
LCB provides: middle of the 
road, middle-brow, and always 
agreeable. The works that are 
going to meet these demands 
nave an in-built familiarity; 
the story well-known, the pro- 
duction - specially made or 
not - obeying certain clear 
rules about theme and presen- 
tation. 

Last year’s La Traviata 
should have been better, more 
glamorous, if it were to send 
its viewers home totally happy. 
This year’s Cinderella will sat- 
isfy every hope that LCB’s 
faithful can have of a ballet 
The story is directly told in 
unambiguously "classical” 
fashion through W illiam Mor- 
gan’s choreography. Bramwell 
Tovey’s arrangement of Ros- 
sini (first made for Scottish 
Ballet) bends that master to 
balletic convention and even 
contrives a catchy waltz. 
Johan Engels’ designs are 


frosted with sequins, in impec- 
cable shop-window taste, and 
make everyone look as if they 
were on the way to a fairy-tale 
ball . . . which indeed they are. 

There will be no disgruntled 
voices to complain that they 
have been short-changed In the 
telling of the story, or in toe 
seasonal excitements that are 
associated with the ballet It 
must inevitably fall to the 
crabbed and ungenerous snap- 
ping of a critic to point out 
that, wholly amiable os the 
evening is, the characterisa- 
tions hive the depth of tissue 
paper, that it is a fault of pro- 
duction to have fairies bending 
low to emerge from a fire-place 
as from a dungeon, that a 
divertissement of the elements 
- who arrive to scare the day- 
lights out of Cinderella as she 
waits to be transformed - 
would not be out of place in a 
cabaret, but are wildly inappro- 
priate in this piece. 

In other respects, toe stag- 
ing, toe choreography, are con- 
scientiously done. All Cindorel- 
las are going to be alike, and 
this version is as alike as any I 


know, albeit I longed for just 
one pinch of Ashtonian wit to 
make It seem a real ballet 
rather than a clever Imperson- 
ation of one. The Stepsisters 
are desperately unfunny, one 
forever clutching a book, toe 


other a knitting-bag - though 
the gifted Kim Miller fights 
against the odds and gets a 
couple of laughs. Marian 
St.Clair and Victor Barykin 
were the leading couple for 
Tuesday night’s opening per- 
formance, giving their audi- 
ence everything they could 
want, from down-trodden 
charm to glittering costumes 
and one-arm lifts in the final 
pas de deux. (Barykin’s Bol- 
shoy years have not prepared 
him, however, for dancing on 
the Wells’ postage-stamp 
stage). LCB’s artists ghe of 
their all. and the production 
gives them enough opportuni- 
ties for their energy to seem 
well-spent. And in the glow 
from the stage you can see that 
the audience is having a won- 
derful time. 

Clement Crisp 


Snow White 


STRAND THEATRE 

This Snow White works in a 
mysterious way its wonders to 
perform, but it gets there In 
the mid. It is not really a panto- 
mime at, but a relatively 
straight story that uses panto- 
mime devices. That is perhaps 
what slightly puzzles the audi- 
ence at the start. Here they 
are, ready to join in and sing 
along, but the calls for partici- 
pation bufld up only gradually. 
There is no pantomime dame, 
no suspended song sheets and 
no deviation into taking off 
television pmgr ammpg 
Tmrtppd there is the plot, anH 
a rather elaborate one at that 
It is such a long time since I 
have seen a pure version of 
Snow White that I cannot 
vouch for the accuracy. Cer- 
tainly I do not remember the 
princess stopping off with a 
bunch of Spanish gypsies 
before she reaches toe seven 
dwarfs. Anyway, here she does, 
and it is a pleasant enough 
diversion. She also comes 
across a collection of animals 
in the forest who might have 
come out of Beatrix Potter. The 
result is that it is almost the 
end of the first act before stum- 


bles upon the dwarfs’ abode. 
And then there is a slight 
shock: the dwarfs are real 
dwarfs, not Just children or 
small people dressed up. 1 

think that thia works; it mnfc«»« 
for a slightly more haunting 
story. 

Sticking to the plot has 
something to be said for it. 
Snow White, after all, is not a 
bad tale. It has the villainous 
Red Queen, appealing to the 
mirror, mirror on the wall, 
murder, witchcraft, poison and 
revenge, quite apart from the 
delights of the dwarfe and the 
ultimately happy ending. 
Where this productions scores 
is in steadily drawing toe audi- 
ence in, so that by toe second 
act there is quite a lot of 
shouting when Snow White is 
being invited to eat toe fatal 
apple and even more when the 
Red Queen is being accused of 
murder. 

A slight problem is that 
Mar ti Cainp is a little too nice 
to be consistently hissed. Her 
Red Queen is foil of charm and 
cabaret playing. Although she 
turns herself Into a witch, 
no-one could digHVa her all the 


time. She Is also prone to 
bursting out laughing. Thus 
toe volume of booing is low. 
Ms Caine must practise being 
nastier. 

For the rest, the Red Queen 
has a pet called Catsmeat 
played by Sean Oliver. The 
part is a mixture of fool and 
courtier and is rather cleverly 
done. It is not the only touch 
in the show that turns the 
mind to more adult works. 
There is also an attractive nar- 
rator in Derek Griffiths who 
from time to time directly 
addresses the audience to stim- 
ulate the pantomime mood. 

The second act is better than 
the first, but that always seems 
to me the right way round. It 
makes for a satisfying whole. 
Snow White, the straight 
female lead, is played by 
Louise En glish and the show is 
directed by Roy Jones. 1 
enjoyed it. A pity, however, 
that toe dwarfs are not listed 
by name; one of the tests of 
seeing Snow White is being 
able to remember all seven, not 
just Happy. 

Malcolm Rutherford 


Eliot Gardiner's Schumann 


QUEEN ELIZABETH HALL 

A couple of months ago the 
English Baroque Soloists and 
John Eliot Gardiner took toe 
plunge and moved into the 
romantic repertoire with 
Brahms’s German Requiem. 
Even these days, when early 
music includes everything up 
to Wagner, the orchestra's 
name looked an anomaly but a 
change has come about sooner 
than expected. 

With Tuesday’s concert the 
present caught up with the 
past When it plays 19th-cen- 
tury programmes, the orches- 
tra is now to be called the 
Orchestra revolutionnaire et 
romantique. The core members 
stay; but the programme made 
no mention as to what instru- 
ments they will be using, 
which is a shame, as audiences 
would surely like to know how 
far they have moved on from 
their baroque speciality. 

The style of the orchestra 
certainly seems unchanged. In 
Schumann’s First and Second 
Symphonies it would be diffi- 
cult to claim anything about it l 


that was specifically “revolu- 
tionary” or “romantic". Eliot 
Gardiner lead toe players with 
the same exactness of rhythm 
and phrasing that we expect 
from him in 18th-century 
music, even if toe second vio- 
lins did keep making a mess of 
toe teasingly awkward string 
parts in the First Symphony's 
Finale. 

By and large the perfor- 
mances were determinedly 
unromantic in the conven- 
tional sense, swift and clipped, 
physically plating in the fast 
movements. The Schumann 
symphonies are not, of course, 
virgin territory for period spe- 
cialists. Norrington, so often 
toe first to break new ground, 
has also performed and 
recorded them, so the clarity of 
sound and sharp focus will 
probably start to feel normal to 
us soon in this music. 

What Eliot Gardiner brings 
to it, apart from being a stick- 
ler for precision, is ebullience. 


No matter how long and hard 
the players have rehearsed, the 
performances sound as tf they 
are being recreated in the heat 
of the moment The Second 
Symphony, which is always 
liable to close in upon the 
unwary with its thickness of 
sound and regularity of think- 
ing, does not often come across 
as brilliantly lit as it did here. 

The evening also harboured 
one well-kept secret. In 
between toe symphonies Eliza- 
beth Connell swept on and 
sang an authoritative perfor- 
mance of Beethoven's Ah! Per- 
fido. In fact, we had been 
expecting to see a quite differ- 
ent singer, Charlotte Margiono. 
As there was no announce- 
ment to the contrary, many 
people in the audience must 
have gone away wondering 
why Miss Connell looked so 
unlike her photo In the pro- 
gramme. 

Richard Fairman 
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EXHIBITIONS 

London 

Hayward . Jasper Johns. 
Retrospective of the American 
artist. South Bank. Daflyt Late 
closing Toe and Wed. Until Feb- 
ruary S. 


Carte musses et monuments sold 
hi museums and metro stations 
enables viaitan to avoid queues 
at SO museums and monuments, 
including the Louvre. Mnsee 
tTOrsay and Versailles. 

Mos6e tTOrsay. From Manet to 
Monet The museum’s acquis- 
tions over the last seven years 
comprise paintings end draw- 
ings, photographs and furni t ur e 

with an exceptional ensemble 
of GaH6 vases. Rue BeUechasse 
40494814. Closed Mom Ends 
March 10. 

Louvre. Recent acquisitions of 
the Department of ObSeta 
d' Art. 136 exhibits of medieval 
ivories and goldsmiths’ work, 
of renaissance bronzes, enamels 
and majolicas and of 18th cen- 
tury farnttura tapestries and 
porcelain - many of which are 
royal gifts or royal possessions 
- have come to enrich and to 
complete the museum’s collec- 
tions. Hall Napoleon, closed 
Tues, ends January 31. 

Galerie Maurice Gaxnler. Ber- 
nard Buffet - La Bretagne. In 
his unmistakable qnkynand- 
witong. the painter beloved by 
the Japanese, pays homage to 
Brittany's ports and beaches. 

6, ave Marignon (42256185)- 
Closed Sun, Mon and lunchtimes. 


Grand Palais. Picasso. A portrait 
of JacquaUne Picasso with her 
hands crossed round her knees 
is the symbol and the central 
point at an exhibition of 47 paint- 
ings, two sculptures, 40 draw- 
ings, 24 sketchbooks, 19 ceramics 
and 247 engravings and litho- 
graphs which have come to 
enrich. In lieu of death duties, 
the French national collections. 

Hie whlWHwi hn glwft with 

blue period and aids with the 
obsessive erotic works of Picas- 
so’s last 10 years. Closed Tue. 
late closing Wed. 


Galerie Isy BntchoL An exhibi- 
tion to celebrate its 7Sth anniver- 
sary: c ontem porary paintings, 
Mustes Royanx iT Art et d’ffis- 
taire. Inca-Peru an exhibition 
that traces the evolution and 
decline of the Inca culture 
through 450 artefacts. Closed 
Monday, ends December 3L 

Madrid 

Centro de Arte Behia Sofia. After 
undergoing seven months of 
major reforms the centre reopens 
as spain’ s “national” contempo- 
rary art museum. Memory of 
the Future: Italian art 1900-1964 
is the most comprehensive show 
organised to date on 20th century 
art 

Fundadon Juan March. Cara, 
Andy Warhol’s unfinished series 
of car drawings and paintings, 
commissioned by Daimler-Benz 
on the centenary of the invention 
tf the automobile, are now on 
view at the foundation on loan 
from Daimler-Benz in Stuttgart 


Mono Picasso. Homage to Jac- 
queline — between 1954 and 1970 
Jacqueline Roque was a constant 
source of inspiration for Patio 
Picasso, they married in 1968. 
Ttie exhibition brings together 
some 150 waits including por- 
traits, paintings, sculptures, 
prints and pottery, in an impor- 
tant retrospective oftbe last 20 
years of Picasso’s artistic life 
and a homage to his favourite 
model, icnda January. 

Rome 

Spanish Academy. Small but 
delightful exhibition or works 
lent by the Barcelona Museum, 
at present undergoing restora- 
tion. All the works are of high 
quality, and offer astonishing 
contrasts tf style from Zuibar- 
an’s sugary charm to SI Greco's 
fierce mysticism, faduded are 
two Italian worts: Tintore tt o’s 
portrait of a Gentleman and Bas- 
sano’s Cr ucifixion. Rnd« January 
9. 

Berlin 

Btnecfce Museum, Bussardstelg 
9. Around 152 master prints 
bythe expressionist artist Ernst 
Ludwig Kirchner (1880-1338) are 
on display imHI January 27. 

Bam 

FHedrieh-Ebert Sttftnng. Godes- 
berger Allee 149.70 paintings and 
prints by the German expression- 
ist Max Beckmann (1884-1950) 
are to be seen until January 6. 

Frankfurt 

Staedel Museum has opened its 
new extension: L300 square 
metres display of 20th century 


art ranging from Picasso to Max 
Beckmann and Amseln Kiefer. 
For the opening ceremony there 
are four special exhibitions on 
the ground floor coneentrading 
on Max Beckmann with works 
which have only be seen before 
in Leipzig, the hometown tf the 
painter. Among the other artists 
are the American sculptors foch- 
ard Serra. Amselm Kiefer asweQ 
as sculptures in the garden by 

Per Hrkeby. StaedeL Scbaumafn- 
kai S3. Ends January. 

New York 

Brooklyn Museum. From pasto- 
ral landscapes to moonstruck 

mature fantasies, this compre- 
hensive exhibit makes the «i»im 
for Albert Plnkham Ryder as 
the first modern American 


Metropolitan Museum. Mexican 
art from pre-Columbian handi- 
crafts to modern murals includes 
a majestic panorama with more 
than 800 works covering 30 cen- 
turies. 

Washington 

National Galley. The 350th anni- 
versary of the death tf Anthony 
Van Dyck Is the occasion of this 
major exhibit tf 90 masterpieces 
borrowed from around the world 
and mixed with the gallery’s own 
fine collection. Ends Feb 34. 

Chicago 

Art Institute. One of Chicago’s 
most noted conteporary artists 
returns home when Ed Paschka’s 
travelling exhibit, which first 
appeared at the Pompidou Centre 
last year, arrives with 47 of the 
painter’s day-glo portraits and 
la n dscapes. 


Turnage’s ‘Kai’ 

ADRIAN BOULT HALL, BIRMINGHAM A RADIO 3 

The Birmingham of the new work: while work- 

Contemporary Music Group is ing on the score Turnage heard 
now established as a valuable of the death of Kai Sheffler, the 
complement to toe Symphony principal cellist of the Ensem- 
Orchestra, sheltering under the ble Modern, who had taken 
wing of the CBSO and sharing part in the Munich premiere of 
with it Instrumentalists and an Greek in 1968. 
artistic director, Simon Rattle. The soundworld of Greek 
The programme that Rattle spills over here: the score is 
conducted with the BCMG on permeated with the innpotinnc 
Tuesday - Messiaen's Cou- of jazz, in the opening section, 
leurs de la citi celeste (with where the ruminating cello is 
Fetor Donohoe taking the solo set against keening saxo- 
piano part), Berio’s Laborhttus phones, the faster music of the 
U (with Electric Phoenix) and centre which is articulated by 
a new work by Mark-Anthony a cello cadenza (this the most 
Turnage - was lively and conventional, least conv incing 
involving; just the kind of well- part of the work), and in the 
balanced concert that once gentle, comforting melody of 
upon a time toe London Sinfo- toe finale, before a return of 
nietta (remember them?) would toe opening, darker and more 
have regarded as standard, anguished, rounds the work 
before it tried to be all things off. 

to all concert goers. Even after a repeated hear- 

It is still early days for the ing Kai takes a while to settle 1 
BCMG, and its crusading zeal though striking, the opening 
remains intact The Turnage momenta are not quite in 
premiere was Kai for cello and focus, and only when a call- 
ensemble, the first fruit of his and-response pattern is estab- 
three-year residency with the lished does the music find its 
Birmingham orchestras, which centre of gravity. The cello 
is scheduled to produce two writing is impassioned rather 
farther commissions (including than demonstrative (which 
a large-scale choral work) in makes the cadenza seem all the 
succeeding seasons. It was more misplaced), the colours 
written for the CBSO/BCMG extracted from the ensemble 
principal cellist Ulrich Honan, fall of mysterious, disquieting 
yet the roots go back a couple rustles and hazes. Like so 
of years to an opera based on much of Tumage’s work its 
toe life of Charlie Mingus that surface attractions are immedi- 
Turnage began after Greek and ate, toe deeper currents of feel- 
later abandoned. An aria, lng slower to emerge. 

"Sleep on", from that torso pro- 
vides the final elegiac section Andrew dements 
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Fed cuts the 
discount rate 


“ROLL UP that map; it will not 
be wanted these 10 years.” This 
was the remark of William Pitt 
the Younger upon hearing of 
Napoleon's victory at Auster- 
litz In 1805. It might well be 
echoed today by anyone con- 
cerned about global exchange 
rate co-ordination, upon hear- 
ing of the half a percentage 
point cut in the Federal 
Reserve’s discount rate. 

The desire to strengthen an 
enfeebled dollar was self-evi- 
dently not amongst the justifi- 
cations for this move. As it 
happens, the two other leading 
western economies - Japan 
and Germany - are also being 
managed with negligible atten- 
tion to their respective 
exchange rates. Fortunately, if 
this Is a mistake, it Is not one 
that matters too much, at least 
at the moment 
One explanation for the Fed- 
eral Reserve's complacency 
about the weakness of the dol- 
lar, which has lost 16 per cent 
of its overall nominal value 
since the middle of 1989, might 
be that the real rate of 
exchange Is still Car from its 
lowest ever level. Combined 
with the persistence of the cur- 
rent account deficit that Is cer- 
tainly In the minds of some 
distinguished academic deni- 
zens of Cambridge, Massachu- 
setts, the "devaluation capital” 
of the US. 

The Federal Reserve does 
not, in fact, seem to want to 
see the dollar devalued; it sim- 
ply does not care very much 
about it The problems upper- 
most in its collective mind are 
the gathering weakness of both 
the US economy and its finan- 
cial intermediaries. The budget 
deal and the limited inflation- 
ary pressure at present have 
given it the opportunity for the 
cut 

That US monetary policy is, 
in both the first and the last 
resorts, oriented towards stabi- 
lisation of the domestic econ- 
omy can come as a surprise to 
nobody. It has never been any- 
thing else. 

Negative growth 
In this case, pie nature of 
those domestic* concerns is 
clear. Recent figures for pro- 
duction, housing starts, 
employment and consumer 
confidence have ail been weak. 
Provisional figures for US 
industrial production in 
November, for example, show a 


foil of 1.7 per cent. Most econo- 
mists now forecast strongly 
negative economic growth in 
the fourth quarter of 1990. 

Meanwhile, the state of the 
US banking industry, as dem- 
onstrated by Citicorp's deci- 
sion to cut its dividend by 44 
per cent and shed 10 per cent 
of its work force, is a cause of 
Federal Reserve neuralgia. 
Lower interest rates will, it 
hopes, both strengthen the 
banks and encourage them to 
lend into the weakening econ- 
omy. 


Stable environment 

Nevertheless, financial fra- 
gility is a poor reason for short 
term monetary manipulation. 
The aim of the Federal Reserve 
should be to provide a stable 
monetary environment. The 
difficulties of particular insti- 
tutions should be dealt with 
through action as lender of last 
resort. It may be a tragedy that 
the system has been allowed to 
reach Its present state; it 
would be little less of one If 
that mistake were to compro- 
mise monetary policy as a 
whole. 

It is the state of the domestic 
economy that justifies the eas- 
ing. Nor does the wider Inter- 
national context argue against 
it With the German economy 
having grown by 5.5 per cent 
in the year to the third quarter 
and the Japanese economy 
slowing to a mere 5.4 per cent, 
the world economy Is pleas- 
ingly unsynchronised. While 
German and Japanese mone- 
tary policies are, as might be 
expected, relatively tight, there 
is no evidence as yet of a sig- 
nificant slowing down in 
either. 

Exchange rate coordination 
may be in abeyance, but the 
broad balance of policy among 
the three leading economies Is 
about right The serious diffi- 
culties are within Europe. The 
UK, in particular, Is committed 
to paying a premium over Ger- 
man interest rates. This Is the 
price the UK must pay for past 
excesses, compounded by the 
need to turn itself from the 
Inflation-prone economy it has 
been Into the germanic econ- 
omy It aspires to become. Since 
the UK is further away from 
that goal even than the US, the 
road It must travel is depress- 
ing] y clear: it passes via the 
swamps of a deep recession. 


The arts and the 
longer term 


MR TIMOTHY Renton has 
made a good start in his first 
few weeks as UK minister for 
the arts. His predecessor, Mr 
David MsLLor, was In the job 
for only a few months and had 
Inherited a plan from the long- 
serving Mr Richard Luce to 
devolve the funding of the arts 
to a number of regional boards. 
Mr Renton has decided to go 
ahead with the devolution, 
while also doing something to 
shore up the major national 
companies like the Royal 
Shakespeare. 

Yesterday's announcements, 
however, should also be seen 
as a pause for thought For it is 
clear that there is less than 
universal satisfaction about 
how the arts are financed. 
Some of this discontent among 
the performing companies is 
unfair to the government, led 
until so recently by Mrs Mar- 
garet Thatcher. Her adminis- 
trations generally kept up the 
level of arts spending, and 
sometimes increased it above 
the rate of inflat ion. Indeed it 
is difficult to see any modem 
British government deliber- 
ately cutting back: the unpopu- 
larity Incurred among the cus- 
tomers as well as the 
performers of the arts would be 
quite disproportionate to the 
savings. 

Yet that does not mean that 
there should be no changes in 
the approach. Devolution is 
certainly one of them. In the 
arts, as in practically every- 
thing else, the devolving of 
decision-taking is to be wel- 
comed. But there are practical 
problems because Britain is in 
many ways a very uneven 
country, dominated by the 
power and site of London and 
the south* east 

Devolution on Its own would 
also not resolve the problems 
of the underfunding of the arts. 
It can be argued that there 
ought also to be some measure 
of redistribution - away from 
London and in favour of the 
regions. The difficulty with 
that, however, is that it might 
mean spreading resources too 
thinly, which some would say 
has already happened. 

National flagships 

Besides, there are companies 
which are not based in London, 
but which by no means con- 
sider themselves as regional. 
The HaU6 Orchestra, for exam- 
ple, has a national, even inter- 


national reputation. Should its 
funding now be subject to 
some new regional body? 
Equally, there are problems in 
London itself. The national 
flagships, such as the Royal 
Shakespeare Company and the 
Royal Opera House, can proba- 
bly be treated separately, like 
the old direct grant schools. 
The Arts Council enhanced 
their grants earlier this week. 
But is a theatre such as the 
Royal Court to be treated like 
any other theatre in the Lon- 
don region? 

Funding arrangements 

In his statement to the 
House of Commons yesterday, 
Mr Renton left a lot of ques- 
tions open. The deadline for 
the establishment of the new 
regional boards has been 
extended. It will be decided 
later precisely for which com- 
panies they will be responsible. 
In the meantime, the minister 
said he will be seeking a "com- 
prehensive national arts strat- 
egy". In such a strategy, devo- 
lution will not be enough. 
Attention will have to be paid 
to new methods of funding. 
Reliance on sponsorship has 
probably gone as far as it rea- 
sonably can, and Is vulnerable 
to recession. It Is hard to rely 
unduly on the local authorities 
when their spending is already 
under pressure and the future 
basis of local finance is again 
under scrutiny. 

New methods could Include 
arts lotteries, whether 
national, regional or both. This 
would imply earmarking of a 
certain proportion of revenue 
to the arts. The Treasury hates 
such restrictions on Its free- 
dom. But in this case they 
might be desirable, 

None of that should prevent 
the arts companies looking 
again at their costs and pricing 
policies. It Is arguable that we 
have become too used to arts 
subsidies. It Is not unreason- 
able for good theatre or good 
music to cost more than a meal 
at the restaurant next door. 
Seat prices should rise for 
those who can afford to pay, 
while concessionary rates 
should be kept for those who 
cannot. 

Mr Renton's statement sug- 
gests that he has an open 
mind. If be is really looking for 
a strategy to take us into the 
next century, it is feir to give 
him time. Six months perhaps? 


P resident Carlos Satinas de 
Gortari of Mexico worries 
about his own success. After 
two years atop Mexico's pyr- 
amid of power, this 42-year-old Har- 
vard economist has scarcely put a 
foot wrong. His performance has even 
won admiration from the opposition 
who claimed his election was fraudu- 
lent 

Yet he worries because Mexican 
presidents have tended to start off 
well and end up badly. "Nobody 
remembered how well presidents had 
done at the be ginning , or in the first 
five years," says Mr Salinas. "They 
only remembered the last. ..For me 
it is a kind of obsession: November 30 
1994 - that was the day I wanted to 
be remembered properly." 

His situation, however, differs tram 
his predecessors, not least because of 
the sheer youth and ability of the 
cabinet Like the president most are 
in their early 40s with academic cre- 
dentials (PhDs to a man, women 
being notably absent) that make this 
the best-qualified administration In 
Mexican history. 

Furthermore, all have had previous 
experience Inside government. As a 
result complex issues of macroeco- 
nomic policy have been handled with 
speed and vision. 

Tve never seen a government 
which seems to enjoy solving prob- 
lems so much and they're always 
thinking three steps down the line," 
commented a foreign diplomat 
Mr Salinas’ pledge to modernise 
Mexico by opening up the economy 
has been implemented faster than 
even he Imagined possible at the out- 
set. He has also produced an unex- 
pected ace by deciding to work 
towards a Free Trade Agreement 
(FTA) with the US. 

His performance is all the more 
remarkable since he took office appar- 
ently weaker than bis recent prede- 
cessors. His very legitimacy was in 
question after an election which 
required the old "alchemy” of the rul- 
ing Institutional Revolutionary Party 
(PRO to hold back the leftwing candi- 
date, Mr fianathmnof- Cardenas. 

Nevertheless, Mr Salinas now holds 
the political initiative so convincingly 
that he can breach long-held taboos, 
not least in relations with the US. 
Decades of mutual mistrust between 
Mexico and the US suggested the Idea 
of a Free Trade Agreement would be 
anathema. Yet when Mr Salinas met 
President George Bush in June and 
they publicly committed themselves 
to the FTA, scarcely a voice was 
raised in protest 

Since then no one has challenged 
the principle of the FTA. Rather, the 
objections have centred on the timing 
and scope of the negotiations. These 
anyway are going to be dictated by 
the fete of the Uruguay Round of the 
General Agreement on Trade and Tar- 
iffs which has been in limbo since the 
abortive ministerial meeting in Brus- 
sels earlier this month. 

Canada is eventually expected to 
come within the FTA framework. 
This would then create a formidable 
regional market of 350m with total 
trade of S225bn. Of this Mexico will 
account for one third of the popula- 
tion and a quarter of trade. 

The new linkage between Mexico 
and the US will inevitably affect 
issues other than trade and accelerate 
a decision on whether to peg the peso 
to the dollar or a basket of currencies. 
Mr Salinas adds: "Sooner or later, we 
will have to sit down and talk about 
the movement of labour because that 
is another reality ... the free move- 
ment of labour would eventually have 
to be part of the common dialogue 
between Mexico and the US," 

This new partnership would have 
been impossible had Mexico not intro- 
duced economic reforms. The process 
was begun under former president 
Miguel de la Madrid in response to 
the debt crisis. Most of the measures 
are now in place. These included 
trade liberalisation, tax reform, priva- 
tisation, deregulation of foreign 


After successful economic reform, Mexico 
needs to broaden its democratic base and 
tackle wealth disparities, says Robert Graham 

The twin peaks 
Salinas must scale 



Free trade friends: Bush and Salinas, on his left; creating a formiable regional market 


investment, strict control of public 
finances, overhaul of the financial 
system elimination of the debt 
overhang. 

Foreign debt at a nominal $79bn is 
but has been reduced to manage- 
proportions as a result of the 
rescheduling agreement on its 
medium and long term debt with com- 
mercial banks signed In February. 
The public sector deficit is falling and 
the economy is entering a third con- 
secutive year of growth. Provided 
Inflation can be brought back from 

Mr Salinas now holds 
the political initiative so 
convincingly that he can 
breach long-held taboos, 
not least in relations with 
the US 


this year's 30 per cent to below 20 per 
cent, the government believes an 
annual growth target of 6 per cent is 
not unreasonable by 1994. 

This promises to provide a stable 
environment for the president to 
tackle the two main challenges he 
feces during the remaining four years 
of his 'sexermio', (six-year term in 
office}. 

First, political change has to begin 
to match the pace of economic reform. 
Mexican democracy is still for from 
transparent, lagging behind most of 
Its fellow Latin American nations. 


Every election is greeted by opposi- 
tion complaints of foul play. Last 
month’s local elections in the state of 
Mexico were no exception. 

Second, a way has to be found to 
bridge the widening gap between the 
firA and fourth worlds that exist side 
by side in Mexico. 

It was appropriate that the latest 
meeting between Mr Salinas and Mr 
Bush on November 28 should have 
take place in Monterrey, the business 
capital of Mexico. Here, the gravita- 
tional pull of the US economy is accel- 
erating with two conglomerates, Vitro 
and Canex, already having made sig- 
nificant cross-border acquisitions in 
glass companies and cement respec- 
tively. Indeed, much of northern 
Mexico has already been shoe-homed 
into the first world. 

Yet half the 82m population still 
live on, or below, the poverty Una 
Even on the most optimistic of scenar- 
ios with sustained high growth rates, 
the filter-down effect is going to be 
slow. 

The two issues are interlinked 
because the PRI Is fighting to retain 
the political allegiance of the under- 
privileged as Mexico moves towards a 
multi-party system. The opposition 
parties of the left and right broke the 
PRTs long-running hegemony in the 
1988 elections by gaining a significant 
presence in Congress. However, the 
PRI still regards itself as a party of 
power. There is therefore a contradic- 
tion between Mr Salinas’ desire to 
rejuvenate the party and the govern- 
ment’s fear of destroying the only real 


political organisation in Mexico. 

The PRTs 14th congress in Septem- 
ber produced timid changes, demon- 
strating the continued Influence of 
the so-called dinosaurs who see no 
reason to end the conveniently inces- 
tuous relationship between patty and 
state. Thus while the president's own 
standing is high, the party tends to 
provoke Indifference and cynicism. 

“In the last two years, Salinas has 
managed to increase his personal sup- 
port base; but the deterioration in the 
public’s image of the state continues," 

A way has to be found 
to bridge the widening 
gap between the first 
and fourth worlds that 
exist side by side in 
Mexico 

says Mr Luis Alvarez, leader of the 
National Action Party (Pan), the PRTs 
long-standing conservative rival 

Pan was one of five out of the six 
parties In Congress to approve a new 
electoral institute and a tribunal in 
July. Mr Salinas proudly claims: "It is 
the first time in modem Mexican his- 
tory that electoral roles are not deter- 
mined only by the vote of the PEL" 
This itself is an admission of the PRTs 
past monopoly. 

The new rules and register will be 
in force for next year's ndd-terra elec- 
tions. The principal change is In the 


establishment of a new electoral regis- 
ter which should prevent the dead 
being resurrected to vote. The tempts- 
tton for gerrymandering may stiU 
exist but the consequences of being 
discovered will be infinitely more 
damaging. Another check on tee dam- 
□erotic system is going to be. the 
Screwed^ scrutiny from the UB » the 
two countries move closer. 

Tho bedrock of PRI support has 
been the mass of under-nrivitegjid 
Mexicans in whose name the revolu- 
tion was carried out. Mr Salinas mu st 
now practise some political kgtrfa 
maht to demonstrate they too are bea- . 
efidaries of his policies. 

Incomes among Mexico's poor are 
still felling. In the rural state of Chla- 
oss. 43 per cent of all primary schools 
still cannot offer the full course, The 
sprawling polluted raegalopalteoT 
fcdco City has 20 per cent of its Sfita 
population living below the poverty 
line. Throughout the country, 15 — 
cent of all new-born babies are " 

weight, almost double the proportion 
in Brazil and on a par with Bolivia. 

Mr Salinas must thus cater to a - 
twin-trade economy. As the state dis- 
engages from bankin g, steel, transpor- 
tation and telecommunications, so 
paradoxically it gets more involved In 
tackling social problems and protect- 
ing the under-privileged. The claims 
on the budget - and the conaequsot 
risk of losing financial discipline - 
from health, education, nutri- 
tion and infrastructure. For instance, 
this year the subsidy on mala 'tor- 
tillas’, the foodstuffs staple, was 
removed. Tortilla prices increased 
more than 100 per cent, adding three 
points to the annual rate of inflation. 
But 4m of the most needy famines 
now receive maize 'tortillas' free. 
Next year’s budget has been rot by 5 
per cent overall but social spending is 
up 15 per cent. •_ - 

As an agricultural economist with 
field experience, Mr Salinas recog- 
nises that part of the problem lies in a 
thorough review of agricultural pol- 
icy. This means tackling the ineffi- 
cient system of community ownership 
(eiido) of land enshrined by the revo- 
lution. It also means a determined 
effort to improve the basic infraatruc-; 
ture in remote rural areas where 
more thpn one third of the population 
still live. 

The government also accepts the 
need for direct action to cut through 
the corruption and torpor of bureau- 
cracy. To this end, Mr Salinas set up 
the Solidarity anti-poverty ca m paign 
on inking office in December 1988- 
SinoB then Its Importance has been 
constantly growing, 

"We know eventually that sus- 
tained economic recovery will mean a 
higher standard of Urine; but after 10 
years of stagnation ana the historic 
accumulation of poverty In Mexico, 
we cannot wait for that recovery to 
come,” says the president. "So we' 
have to act decisively now through 
Solidarity to solve social problem It 
is not much in terms of resources: but 
It is impressive in terms of the num- 
ber of people who benefit" . . 

Solidarity provides funds for 
cultural inputs, schools, drin 
water, electricity, food kitchens and 
some infrastructure. So for It is not. 
involved itself in job creation; but this 
is likely to come. Solidarity will spend 
$l.7bn in 1991; up 41 per cent on this 
year. The total amount spent is 
greater since each state generally 
matches Solidarity's funding. Such 
large sums of money, dispensed from 
an office controlled directly by the 
president, have created a parallel 
social welfare framework which looks 
like becoming institutionalised. 

Though dearly tailored to help 
reflect credit on the government and 
the FRI, Solidarity is perhaps the 
most efficient means of filling gaps In 
an incomplete state welfere system. 

When he travels around the coun- 
try every week, Mr Salinas says one 
of the things people always tell him is 
‘don’t fail’. "That is a 


me going fester." 


a word that keeps 


On the 
high road 

■ "Come on Along" was 
Lamar Alexander’s slogan 
when he walked the length 
of Tennessee in 1978 in a 
successful campaign to win 
the first of two four-year terms 
as the Republican governor 
at the normally Democratic 
state. Alexander’s nomination 
as US education secretary 

could out him an the road 
towards a far more ambitious 
destination. 

"There's no secret that he 
wants to be president," says 
a political ally in Tennessee. 
“He wants to run in six years. 
If I were Dan Quayle, I 
wouldn't be very happy today.” 

The new education 
secretary, a blond and boyish 
GO, describes himself as a 
“populist/activist Republican" 
but his politics are hard to 
pin down. 

A native of mountainous 
east Tennessee, where 
anti-slavery sentiment before 
the Civil War translated into 
Republican loyalty afterwards, 
Alexander Instinctively feels 
more at home with the party's 
moderates than its right wing. 

His knack in Tennessee was 
to transcend partisan appeals 
with folksy slogans like: 
"Tomorrow's jobs, yesterday's 
values." 

He cajoled hostile state 
legislators Into introducing 
merit pay for teachers, even 
though it meant raising taxes. 
Since stepping down as 
governor in 1987, be has been 
president of the state 
university system in 
Tennessee. 

But, moat remarkably, he 
was among the first state 
governors to spot the potential 
of investment by Japanese 
companies. His courtship was 
instrumental In persuading 
Nissan to locate its first 
assembly plant in Tennessee. 
General Motors shortly 
afterwards followed suit with 
Saturn. 

Alexander celebrated what 
lie perceived as similarities 
between Japanese end 


Observer 


Tennesseans In a lavish 
illustrated book called Friends. 
Until then, no one had given 
much thought to the feet that 
Tokyo and Nashville are on 
the same latitude. 


Fax flood 


■ Faxes were flooded all day 
long at Goldman Sachs in 
response to my invitation 
yesterday to all-comers to 
tackle the bank’s Christmas 

K By the 5pm cut-off, more 
120 attempts arrived from 
all over the world. The 
answers are: 

Which countries make up 
the difference between the G7 
and the GIO? Belgium, the 
Netherlands, Sweden and 
Switzerland (yes, the GIO are 
infect II). 

Which exchange rate would 
Agent Cooper be most 
Interested In this year with 
regard to Laura Palmer's 
murder? The yen-DM, which 
has shown twin peaks. 

Which currency would a 
Persian wild animal carry 
while walking backwards to 
its royal resting place? The 
Omani riaL 

All were answered correctly 
Bowler of 
who wins 
two 

Jeroboams of champagne. A 
team of economists from HM 
Treasury, I’m told, got the 
whole lot wrong. 


Movied out 

■ Many fond managers most 
dearly wish they could retire 
before their trustees grill them 
on their ghastly investment 
record over the last year. Bat 
James ShiUingford, 37-year 
old investment boss of 
M&G, promises me that this 
is not why ho is heading for 
the exit. 

So does his chief executive 
at Britain’s most successful 
unit trust group, Faddy 
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"I wonder what all the 
in the classless 
are doing today.” 

Linacre. He admits he is very 
sorry to see ShiUingford go. 

Nevertheless the departure 
will raise some eyebrows. 
ShiUingford is a good 10 years 
younger than his predecessor, 
David Tucker, who caused a 
bit of a stir when resigned on 
the eve of the 1987 stock 
market crash. 

Now to the midst of the 
worst bear market in more 
than a decade, ShiUingford 
is off to learn how to make 
films at the National film ami 
TV School. Movie-makers like 
Robert Bresson and Peter 
Greenaway have a bigger 
attraction for him than high 
yielding stocks these days. 

M&G'e lose Is not on a par 
with the US where the 
departure of Peter Lynch, 
Fidelity’s top fond manager, 
has undermined the success 
of the $i2bn Magellan Fund, 
the world's biggest. Unlike 
some of its competitors, M & G 
has always been keen to play 
down the personality cult 
Linacre has more than two 
dozen fund managers to pick 
from and has not yet made 
up his mind about 


Shfillngford's replacement 
An obvious contender is 
Richard Hughes, manager of 
M&G Recovery, the group's 
most successful fluid. 

But for once, youth may not 
be on his side. 


Gulf gains 

■ Who says the public 
relations industry is in a 
recession? The Kuwaiti 
govemment-in-exile paid Hill 
and Knowlton, the New 
York-based consultants, almost 
85.7m for promoting their 
country’s cause in the three 
months after the Iraq invasion. 

HH1 and Knowlton spent 
82.7m cm videos, arranging: 
interviews and events, 
including National Free 
Kuwait day. National Prayer 
Day as well as the widely 
noticed exhibition of 
photographs at the United 
Nations showing Iraqi 
atrocities against the 
Kuwaiti population. 

The Kuwaiti account - 
revealed to a filing at the US 
Justice Department - dwarfs 
the suras paid by Japanese 
companies for retaining 
lobbyists and PR firms. These 
usually range between 3500,000 
and $750,000 for a six-month 
period. 


Bash clash 

■ Irish politicians go to 
considerable lengths to make 
sure that their respective 
Christmas parties don't clash. 
But things have just gone 
wrong. 

On one side of town prime 
minister Charles Haughey was 
holding Us bash. On the other 
Brian Lenlhan was having his. 
For years they were close 
colleagues, but no more. 
Haughey sacked Lenihan as 
deputy premier six weeks ago. 

Dublin's press corps were 
faced with a clash of loyalties: 
which to Join? 

They rose to the occasion 
magnificently. Most nwnag wi 
to squeeze in both functions. 
Some are even said to have 
made two appearances at each. 


SOM 

E 

BANK 

S 

FOLLOW UP 

O N T H E 1 

R 

DECISION 

S 

W 1 T 

H 

MEMO 

S. 

OTHER 

s 

W 1 T 

H 

ACTIO 

N. 

Henesr&'Cft 

FrraWort -H«inbarj(-Bw1to<D0##eltlorf-B£Uiebcii-OI!fenb»di 


i 




;Asrg^ 


-in- ^ 

:,./ .: ^ -.r-V^su 

1 ■;. ... !’*<' 

- ■'ilr-p “fNO: 

... ■* .?»•_.• sfi5 

! •■;.'*■ * 

‘■S ,.j *."*, s Uj , «j„ 

- .,. 


FINANCIAL TIMES THURSDAY DECEMBER 20 1990 


17 at 


H r 


’•••■ -^»k , 

' "'* : 

■■■■ 

. ■ : * W.S2S- 

• 1 : f r..1 T?/fc 
: •■ '!} 

v. “ %■ 

■V w-f ^>5 

i^dvTS 

: ; M ’ , «S 

CH^ 

. •“■ ‘•*^5 ^ -j 

. “ r > :ej? 

^ 
"V. *“-• -ias 

•*•“• 3r;;5jv. 

• ■■«■!•■**{ 

T'.r “V :Ja *s 

- • •'• .V, 

v,: &L 2 J*- 

• ■•• •" .:x«Sjrg 
•' ^ 


• ■;• •■rrjr.-.a 

■ W^r 
' ■•■■ !.*■: is: 

' “ .. 51%: 

■ > :V;ws?: 
■'■» : .fr: vj 
i . .■ •.. i :■ v 

• - ■ •••». » 


•A ■»;.?• 

w>*» 

»f *■-'... 
iii •<*<•. 1 

If ■ - 

• -- 

’hi-fi- ■'• ' 

*- v" . 

IN' -1 - ■•■ 

^ *■ ■ 
!*«*• ’-■ -• ' 

.#•*•;•. 
r * •- ; 

-T ~ -• - ’* ' ‘ - • 

1* •-■ ••• 


x t :. ' • 

*(-.■«- f.' ■' 


• : Z-ri 


. ■■" r.'Z 




m ,"£?K 


T 

* 5 ' 

I 


T 




E pn the pessimists have not 
fliUy taken in the 'earning jJK 
unemployment shock, “gead- 
Hne" unemployment now stands at 
1,728,000 and the seasonally adjusted 
total at 1,762^00. TheSSer fawrisen 
p ]®tow lfipjOOO Since its spring 
low p oint . He underlying inmanBi jg 
nowi somewhere between 35,000 and 
60.000 a month. The lower end of the 
range is based, on the average erf the 
last three months. The upper end is 
based on November, rounded 
upwards; but it is not ridiculous to 
cite it as the unemployment figures 
are less volatile than the trade on** 
and are on a a clear upward trend. 

Seasonal factors alone will boost 
the headline .total by more than 
100,000 in December and January 
together. There is indeed a strong 
likelihood of it rising by more than 
100,000 in January alone, and nagging 
2m then or in February. Many fore- 
casters expect even the adjusted total 
to readr between 2Um and 2%m in 
the course of 1991; and for once they 
may be right It will still be lower 
than the 3.1m total, which was associ- 
ated with the last reversal of inflation 
in the early 1980s. 

In any case I would expect unem- 
ployment to overtake the poll tax and 
mortgage rates as a source of govern- 
ment unpopularity. The new prime 
minister has already lost the rkkrin*. 
of a honeymoon snap election, and 
will probably now have to wait not 
merely for a decisive foil in fnffatinw, 
but for clear evidence of recovery 

Because the government 
Is expected to reduce 
Interest rates too much, 
this is inhibiting even the 
modest and gradual cots 
that might be possible 

from the recession, which mama a 
1992 election. 

We can thus look forward to a new 
year which will be dominated by ris- 
ing unemployment, farting vacancies, 
and industrial surveys reporting more 
and more depressed What- 

ever happens to interest rates we can 
expect strident demands to reduce 
them further, irrespective of sterling, 
especially from those who cannot 
accept that British monetary policy 
no longer takes its cue from foe US, 
where the discount rate has been cut 
The paradox continues that because 
the British government is expected by 
a body of market opinion to reduce 
interest rates too much too early, ster- 
ling is weak; tw» is IrihfMHwy 

even the modest and gradual cats 
that might otherwise be possible. 

For the government to give in and 
engineer a unilatera l mu mmant of ' 
the pound against the other Exchange 
Rate Mechanism currencies would 
destroy the credibility of counter-in- 
flationary policy for decades' if not 
generations. We have seen the col- 
lapse of policies based on unbelieving 
monetarism and pay netifng a. and the 
disintegration of those based on 
full-scale monetary targets. If the Brit- 
ish establishment cannot stay the 
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The anatomy of 
UK recession 


By Samuel Brittan 


course with the latest exchange rate 
standard, we might as well dig in for 
near double-digit inflation and, for a 
three-speed Europe with Britain in 
the lowest tier of marginal Mediterra- 
nean countries. 

The UK might have a little more 
room for manoeuvre in in a more gen- 
eral - hut still modest - ERM 
realignment Bnt as the International 
Bank Credit Analyst remarks: “The 
French are important hold-outs” 
against such a course. They have 
‘Invested too much credibility in hard 
money policies based on the strong 
link between the franc and the 
D-Mark”. 

The UK would be best advised to 
follow the same course. The Analyst, 
which is Canadian-based and not at 
all hooked cm the ERM, believes that 
sterling is over-valued by 4 per emit 
against the Mark. But it is sensible 
enough not to advocate the upheaval 
of a realignment for such a modest 
ami debatabl e amount It argues that 
the current sterling parity is sustain- 
able “if interest rates Ml only as fast 
as inflation declines” (the underlying 
inflation rate has yet to drop). 

There has been little aifffcnWy in 
convincing people that the present 
recession is *w»f*h deeuer than main- 
stream forecasters expected. It is 
much more diffiniit to persuade them 
of the possibility of spontaneous 
recovery, without specific government 
in te rvent i on, despite the evidence of 
every past recession. 

Thus the best way to cheer readers 
up before Christmas is to remind 
them: “What goes down usually 

mtnwi up” and I had thnnghta of giv- 
ing my article title. The right 
background policies can h»ip flw self- 
corrective process. But knee-jerk reac- 
tions, such as reducing in teres t rates 
irrespective of what is happening to 
inflation, do not hwip. 

Depreciation and monetary stimula- 
tion have usually led to more infla- 
tion without any enduring twwafit to 
competitiveness, which simply 
becomes eroded by rising costs. Next 
time you hear somebody expounding 
eloquently on why sterling is too 
high, just ask him whether he has a 
real or nominal depreciation in mind; 
and how long be expects any competi- 
tive advantage to last 

In every recession one hears the cry 
(in a voice like that of TTamid Macmfl- 
l&n) flaking - “Where is the demand 
coming from, to bring recovery?” 

The best rfnmra of convincing peo- 
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pie that there may be self -correcting 
forces is to look at the sources of the 
present downturn. I have taken for 
this purpose a good maT»wrfr a a Tn fore- 
cast, that of Phillips & Drew. This is 
not because I necessarily agree with 
its bottom-line forecasts - indeed I 
fear the recession may go deeper and 
hit bottom Tafar — but becau s e its 
projections are outlined with a good 
deal of dated! and care far consistency 
and do display the proximate causes. 
Moreover, much of the period covered 
in the first three columns of the table 
has already passed and we are dealing 
with estimates of what already 
happened or Is in the pipeline. 

The projections I have selected are 
not rates of change. They express 
instead contributions to thB growth of 
zeal GDP. Fbr mafamm* in a normal 
year by for the largest contribution to 
the growth of demand comes from 
consumer spending, even if invest- 
ment happens to be growing foster. 

The first column of the table shows 


an average annual growth rate of 2 Z 
per cent in the decade up to 1969. In 
this period consumer spending con- 
tributed on average 2.4 percentage 
points. Fixed investment added 0.8 
percentage points of demand. But this 
was offset by a leakage of demand 
into imports, shown in the table by a 
negative growth in “net trade”. 

Phillips & Drew expects total GDP 
to fell only by about 0.7 per cent in 
the year up to the first quarter of 
1991. But even this drop reveals a 
drop of 3 per cent when it is compared 
with the normal trend rise of Z3 per 
Cent per imnnwi The wmbH 
shows the contributions which are 
expected from different components 
in the year up to the first quarter of 
199L But taken by themselves they 
are somewhat misleading. For 
instance consumer spending seems to 
be making a «mH but <w™*» posi- 
tive contribution. Nevertheless it is 2 
percentage points less than in a nor- 
mal year. It is thus a large factor in 


contributions to rsal GDP growth*" 



10-year 
average 
% p-a. 
1979-89 

Contribution 
to growth 
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the expected foiling off in real GDP. 

An even larger co n trib n ter to the 
downturn is expected to be fixed 
investment Stocks are also projected 
to take a substantial slice off normal 
demand growth. These last two items 
together reflect the severity of the 
squeeze on the corporate sector. 

The redeeming feature is "net 
trade” reflecting an expected rise in 
export volume and foil in imports. 
This is the normal consequence of a 
recession which is much steeper in 
Britain than in other countries. It will 
not surprise followers of my teenag- 
ers’ guides; and is still the most likely 
occurrence whatever the next set of 
highly volatile trade figures, out 
today, appear to suggest 

The final column shows the sources 
of recovery expected by Phillips & 
Drew in the year to the first quarter 
of 1992 on a basis comparable to the 

second column. 1 suspect that it will 

all happen a bit later and that fixed 
investment may recover less, but “net 
trade” not deteriorate quite so much. 

But there is no need to argue about 
the basic forces making for spontane- 
ous recovery. Consumer spending has 
been squeezed by high interest rates 
and high inflation The recovery is 
based partly on an improvement in 
real disposable income as Inflation 
foils bade, and partly on a foil in the 
savings ratio, which has been rising 
rapidly in recent quarters, unnoticed 
by economic puritans. 

The crucial elements, however, are 
a tnmround in investment «n<i 
stock building. The assumption is 
that the corporate sector will have 
begun to rebuild its tinam-fai Dosition 
by some mixture of the earlier invest- 
ment and dividend curbs, and some 
combination of lay-offs and reduced 
pay awards. 

In any case the recent increases in 
UK unit labour costs of 10 per cent per 
annum are too bad to last They repre- 
sent a combination of wage increases 
dating back to the inflationary boom, 
and the productivity slowdown char- 
acteristic of the early stages of reces- 
sion. These particular forecasters are 
pessimistic about the pace of wage 
deceleration and expect most of the 
adjustment to come from lay-offs. If 
they are wrong there will have been a 
Thatcherite supply side mfr-arie 

Of course we have to look out for 
the downside risk of foiling invest- 
ment leading to lower spending and 
still further cuts in business expendi- 
ture in a process of cumulative 
depression. Indeed, the world mi gh t 
exhibit many of these characteristics 
if a Gulf war delays or reverses the 
turndown in infiattmi while increas- 
ing the severity of recession. But on a 
slightly longer time span the link of 
ERM countries to Germany, via the 
DM, is an important safeguard. The 
expected German budget deficit of 5 
per cent of GDP or more to finance 
unification will provide all the stimu- 
lus and more for which partner coun- 
tries have been clamouring in the last 
decade. The much criticised trade sur- 
plus is vanishing and any Bundes- 
bank ti ghtening will HO more than 

reverse a portion of the stimulus. 
There is still a silver lining for the UK 
if only thp economic shattering clas- 
ses can be kept at bay. 
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The classless 
fallacy 

By Charles Leadbeater 


M r John Major's aim of 
creating a classless 
society in Britain by 
the end of the decade has 
caused . quite a stir. So it 
should, for in most respects it 
is complete nonsense. 

The Tory leadership contest 
was a spectacle of instant 
downward social mobility. Mr 
Hurd, an Etonian grandee, 
recalled picking potatoes, 
while friends of Mr Heseltlne, a 
millionaire educated at 
Shrewsbury public school, 
proudly recounted not his busi- 
ness successes but the traumas 
of his failures. Mr Major 
emerged as a trustworthy, 
approachable man who could 
be almost anyone's ideal 
next-door neighbour. 

But it will take more than 
Mr Major’s background and 
image to deliver a party and a 
government committed to the 
social reforms needed to create 
a society based on equality of 
opportunity and reward 
according to merit. 

In the postwar era as a 
whole the political Initiatives 
which have contributed most 
to social reform have stemmed 
from the traditions of Keynes 
and Beveridge, particularly in 
education and health. These 
were renounced by tbe 
Thatcher governments. 

The welfare state is In 
urgent need of reform and 
good management But under 
the Thatcher governments 
much of the public sector has 
fatten into disrepair. In many 
hospitals, health care has vir- 
tually come to an end. Instead 
nurses and doctors are only 
able to offer a safety net ser- 
vice of emergency care to the 
most urgent, life-threatening 
cases. 

Mr Major win struggle just 
to arrest and reverse the divi- 
sive social policies of the past 
10 years, let alone overcome 
the symptoms of class and 
privilege embedded in the pub- 
lic schools and inherited 
wealth. 

Most importantly the smooth 
public relations of Mr Major’s 
campaign pig ri g p $ will have to 
be matched by substantive pol- 
icies. He says he wants to 
make education a priority. The 
Tories have been saying that 
since 1983, with few tangible 
signs of progress. 

None of this means that Mr 
Major’s claim to want to create 


a classless society is devoid of . 
meaning. It is just that he has , 
in mind something ambi- 
tious and more immediately 
political 

Mr Major is attempting to 
rebuild relations between the 
Tory party and its supporters 
among the affluent working 
class. These people provided 
the bedrock of support fin* Mrs 
Thatcher. The Tory party Is in 
danger of losing their support 
largely because of the poll tax. 
high interest rates and slower • 
growth in real incomes. 

The prime minister’s vision 
of a society based on individual 
responsibility and advance- 
ment through merit primarily 
appeals to these voters in the 
aspirant working class. An 
overwhelming majority are 
homeowners and many will 
become property Inheritors. 
There is more social fluidity 
than there used to be; the old 
working class of the great 
manufacturing complexes and 
conurbations Is passing away. 

Mr Major wants to reassure the 
affluent working class that the 
retrenchment of 1990-91 will 
just be a temporary bold-up in 
the accumulation of greater 
wealth. 

Thus Mr Major’s brave 
vision is just good politics, but 
no less significant fbr that The - 
fragmentation of the old work- 
ing Hafts is on e of the main 
reasons why class is becoming 
less important in British soci- • 
ety. However, that does not 
mean that inequality has 
ceased to be a social sore. 
Indeed in the past 10 years 
Inequalities within Britain 
have widened considerably. 

The measur es announced on ■ 
Tuesday to reduce homeless- 
ness in London are an indica- 
tion of the selective and highly . 
political nature of Mr Major’s 
classless strategy. They may 
clear cardboard cities from the ‘ 
path of tourists in London, but 
will do little to attack the 
underlying causes of homeless- 
ness, or for people outside the 
capitaL 

The reality is that Mr 
Major’s vision will be fash- 
ioned for the disgruntled home- 
owners of Essex rather than 
the people who deep beneath 
railway arches each evening or 
the former inmates of mental , 
hospitals who will continue to 
wander the streets in Mr 
Major’s classless society. 
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Joining European union would The losers m 

X. , c i r- the battle at 

compromise City s formula lor success Waterloo 


From Mr Tim Lee. 

Sir, Professors Artis and 
Taylor (“EMU: UK should be 
among the leaders”, Letters, 
December 14) are sorely wrong 
to argue that the City of Lon- 
don would be better placed if 
Britain is on the fast track to 
European union. The success 
of the City, particularly over 
the past 10 years, owes itself 
largely to the government’s 
commitment to deregulated 
financial markets and a com- 
petitive tax regime. Britain’s 
independent ability to main- 
tain this commitment is almost 
certain to be compromised in 
any European union. 

The editorial view expressed 
in the same edition (“Making 
the best of EMU”), that 
national fiscal sovereignty 
must be protected within the 
European union, is admirable, 
but will be impossible to 


achieve. How is Italy, for exam- 
ple, to finance its national debt 
now that its ability to tax has 
been severely reduced (by the 
single market) and once its 
ahfltty to monetise deficits is 
removed? 

There has been remarkably 
little discussion about the need 
for convergence of national fis- 
cal p ol i cies «ti«m of union, hi 
practice bankrupt governments 
will be bailed out once mone- 
tary union has taken place and 
over time the pressures leading 
towards & common, ceaxtraBy- 
determined, European fiscal 
policy will be irresistible. 

In this environment the City 
will have increasingly Httle to 
offer as a financial centre for 
Europe. Indeed, French and 
German financier s are already 
debating among themselves 
whether the finawrial centre of 
a united Europe will be In 


Paris or Frankfurt. 

The City’s interests would be 
better served if the UK 
remained outside a united 
Europe and the British govern- 
ment maintained sovereignty 
over national tax and regula- 
tory policy. The transaction 
costs associated with having a 
different currency are minor 
compared to these consider- 
ations. 

The view, so often heard, 
that the City, or indeed 
Britain, could not survive off 
the fast track to a united 
Europe is incorrect and dan- 
gerous. R is leading to a posi- 
tion in which Britain is being 
pushed towards a union which 
may not be In its interests, 
without the democratic con- 
sent of the British people. 

Tim Lee, 

Flat 9, 

10-11 Coutifieki Gardens, SWS 


Putting the record straight on nuclear building 

We have, of course, a 




From Mr John G. Comer 

Sir, How disappointing it 
was to read your report (“Pres- 
sure mounts over the nuclear 
question”, December 17). This 
purports to r eview the pros- 
pects of new PWRs to follow 
Sizewen, but unfortunately is 
wrong in several aspects and 
confhsed about o there. 

On the question of building 
power stations successfully, 
the reality is that the last two 
completed by GEGB, Drax coal 
fire station and Heysham n 
AGR, were both essentially 
completed to time and cost 

The SIzewell B PWR was 
authorised by the CEGB in 
April 1987 against a committed 
programme of 72 m onths from 
the start of main construction 
to fuel load, which was 12 
months shorter than the ^ 
gramme given to the Pui 
Inquiry. Far from being late, 
the Sizewell project is 8 
months ahead of sched u le. The 
capital cost has gone up - as 
you say, mainly because all the 
launch costs must ‘now be 
borne by Sizewell B, as the sec- 
retary of state for energy. Mr 
John Wakeham, has made 
dear on several occasions. 

On your second and third 
points - fiie management of 
radioactive waste and decom- 
missioning — our evidence to 
the Hinkley Point C Public 
Inquiry showed that for' a 


PWR, which is less d em an din g 
t han the existing gas-cooled 
stations, a cost for both com- 
bined was only of the order of 2 

per cent of generation costs. 

For the Magnox and AGR 
station, both requirements 
have been critically reviewed 
and our latest estimates indi- 
cate a combined figure of 
approximately 5 per cent of 
generation costs, which could 
well be lower if some of our 
most recent proposals are 
adopted. 


deal to do to bring forward 
plans for future nuclear power 
stations for the Government 
1994 review. New nuclear sta- 
tions will be needed, we 
believe, for environmental, 
diversity and economic rea- 
sons. We would, however, like 
the public debate to be foHnal 
and balanced. 

J.G. Collier, 

chairman, Nudear Electric pic 
Barnett Way, Bamwood, 
Gloucester 


From P.A. Drew. 

Sir, Why should I not be so 
convinced that the board of 
British Rail, in its meticulous 
and carefol planning of tbe 
structural changes to Waterloo 
Station to accommodate the 
Continent, did not also plan 
the chaos and disruption to 
their passengers which has 
been the dally certainty and 
consequence? 

It has now become necessary 
for many passengers, in plan- 
ning their journeys on the 
already wretched Network 
South East, to allow an extra 
hour. To hrfHrt this adve rsity 
on its passengers at a time 
when it is imposin g ^nhafamtiai 
fore Increases is wholly con- 
sistent with BR’s total disre- 
gard for the standard of service 
it provides to the commuter. 
For journeys from Waterloo to 
Ascot, for example, a distance 
of less than 30 mfies. to take 
two hours is surely a product 
of even more than the Net- 
work’s customary incompe- 
tence. 

Could it be that BR has now 
dropped its fa cade of concern 
fra: file traveller suggested by 
its “We’re Getting There” cam- 
paign, and is now cynically 
provoking passenger protest as 
a means of exerting political 
pressure? 

It would be interesting to 
learn the board ’s plans for far- 
ther improvement 
PA Drew, 

17 Church Hi 24 
Camberley, Surrey 


Support for heat-power schemes a volte face for BG 


From Mr Norman Jenkins. 

Sir, British Gas appears to be 
malting a determined attempt 
to dominate virtually the 
whole spectrum of energy. 

Robert Evans’ speech, at the 
Institute of Energy's “Electric- 
ity from Gas" seminar about 
seven weeks ago, promising 
every support (Including 
finance) for virtually anyone 
minting the field of electricity 
generation, is surely a chal- 
lenge that could lead to a head- 
long collision with the electric- 
ity services industry. His offer 
of comprehensive assistance to 
promoters of combined heat 


“including district heating”, is 

not only a reversal of the previ- 
ous policy expressed in the 


minority report of Energy 
Paper 85 (Dr Clatworthy), but 
an acknowledgement of the 
ultimate ' practi cabil ity and 
economy of distributing heat at 
present wasted in generation 
- 50 to 70 per cent of the fad. ' 

One wonders whether the 
chairman of BG realises the 
consequences of Ms support for 
district heating. In the classic 
case of Brescia, Italy (pop. 
200,000), which has a ring fence 
and enjoys the services of a Pic 
supplying all municipal engi- 
neering services, neither gas 
nor electricity as state indus- 
tries get a look in. The 
Amends.' Servizi Mmricipalto 
zati venerates heat and elec- 
tricity in a multi-fuel plant 
(choosing oil. gas or coal as 


market prices dictate; suffi- 
ciently economic to be shut 
down in summer), distributing 
to city and suburban areas as 
economy and engineering 
requires, operating city trains, 
buses, street and traffic light- 
ing (jhere is, incidentally, a 
surplus of electricity in mid- 
winter due to the energy sys- 
tem emphasis on heat) 

The key to our own energy/ 
e n vir o n m ent problem is there 
- in the distribution of other- 
wise wasted heat - at the 
expense of both gas and elec- 
tricity used for space and 
water heating as we now know 
them. A vdtteface indeed. 
Norman Jenkins. 

Whitehall, Bwshot, Famham, 
Surrey 








A LOT OF OUR ACTION TAKES PLACE OFF CAMERA 


Obviously, you knew us for our cameras 
and films such as Kodacolor 'Cold’ and more 
recently for our range of batteries. 

But did you realise that our Health Sciences 
Division helps surgeons, doctors, radiographers 
and hospital administrators perform near 
miracles ? 

Or that Kodak Motion Analysis products 
help scientists at British Aerospace make sure 
that what goes up, stays up? 

Our Graphics Imaging Systems Division 
makes the finest products used in printing and 
publishing. 

And naturally, the country's leading photo- 
graphers shoot on Kodak professional film. 

Wfe make 'Eastman' Film for film directors, 
video tape for TV programmes and, just for the 
record, professional audio tape too. 


And nearer home, Kodak papers and chemi- 
cals are behind most of the cherished pictures 
we take ourselves. 

Business people make presentations using 
our Audio Visual equipment, while their PA's use 
our copiers and electronic publishing systems. 
Organisations like American Express, file and 
retrieve millions of documents using our 
computer driven microfilm and optical-disk 
systems. 

All in ail, this represents hundreds of millions 
of pounds of investment in British business. 

The picture shows some of our customers 
who put their products to work 
sharing the benefits with millions 
of people throughout the 
country and across the world. 

Kod>K Kodacokx Cotd m trade msrki. 
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All Nippon Airways buys Boeings, Airbuses 


By Paul Betts, Aerospace Correspondent, in London 


ALL NIPPON Airways (ANA) 
yesterday became the second 
airline to acquire the new Boe- 
ing 777 twin-engine wide-body 
aircraft, at the same time plac- 
ing the single biggest order to 
date by a Japanese airline for a 
European Airbus consortium 
aircraft, 

ANA announced yesterday it 
was baying 25 Boeing 777 and 
10 Airbus A 340 four-engine 
long-range aircraft in a deal 
worth $5.6bn. 

Boeing, McDonnell Douglas 
and Airbus bad all been com- 
peting fiercely for the Japanese 
order. 

The decision by ANA to opt 
for a mix of US Boeing aircraft 


and European Airbus airliners 
was seen as both a clever com- 
mercial and diplomatic move 
on the part of the Japanese 
card®:. 

ANA follows United Airlines 
of tbe US in becoming the sec- 
ond airline to order tbe Boeing 
777 which the US manufacturer 
launched last October. 

Three leading Japanese man- 
ufacturing groups, including 
Kawasaki Heavy Industries, 
Mitsubishi Heavy Industries 
and Fuji Heavy Industries, are 
expected to complete an agree- 
ment early next year to take a. 
20 per cent risk-sharing stake ' 
in the $4bn Boeing 777 develop- 
ment programme. 


The Japanese airline has 
placed 15 firm orders for the 
Boeing 777 and taken options 
on an additional 10 aircraft in 
a deal worth a total of about 
$4.1bn. It will start taking 
delivery of its 400-seat Boeing 
777s in 1995. It plans to use 
them on domestic routes. 

The Airbus deal involves 
firm orders for five A340s and 
options cm an additional five 
worth, a total of $L5bn, 

ANA will start taking deliv- 
ery of its 236-seat A340s In 1996. 
It will employ tbe aircraft on 
long-distance international ser- 
vices. 

Although smaller than the 
Boeing order, the Airbus deal 


is nonetheless significant in 
that it is the biggest single 
order to date for Airbus air- 
craft by a Japanese airline. 

The US and the European 
Community have both 
mounted intensive lobbying 
campaigns in Japan to promote 
their respective aerospace 
products. But up to now, the 
US appeared to have wrapped 
up the Japanese airline market 
where only 16 out of a total of 
271 aircraft flown by Japanese 
carriers are of European ori- 
gin. 

Airbus had also bitterly com- 
plained of US political interfer- 
ence when it lost a big Japan 
Air Lines (JAL) order to 


McDonnell Douglas earlier this 
year. 

Before yesterday's ANA 
orders, European diplomats in 
Tokyo had suggested that a 
Japanese decision to buy Air- 
bus aircraft . would make 
Europe look more favourably 
on the issue of access to Japa- 
nese goods, especially automo- 
tive products. Into the Euro- 
pean market after the advent 
of the single European market 
in 1992. 

But the deal Is also signifi 
cant for Boeing because It con- 
solidates its ambitious Boeing 
777 programme which will 
challenge tbe Airbus A330/ 
A340 programme. 


Lufthansa poised to take over Interflug 


By David Good hart in Bonn 


LUFTHANSA, the German 
national airline, now looks 
almost certain to take over the 
struggling former east German 
airline, Interflug, early in the 
new year. 

British and German aviation 
officials confirmed yesterday 
that Lufthansa was close to a 
deal despite continuing reser- 
vations from the German car- 
tel office and the Treuhand, 
the trust body which currently 
owns Interflug. 

British Airways bad 
expressed a strong interest in 
taking a 49 per cent stake in 
Interflug, mainly because of its 
routes in eastern Europe. But 
it has been deterred from 
pressing ahead in view of the 
large investment required. BA 
executives also complain they 
have been denied access to tbe 
financi al information needed. 


BA has, in any case, now 
decided to establish its own 
Berlin-based German subsid- 
iary in which it will own a 49 
per cent stake. 

The UK carrier’s traditional 
right to fly to Berlin from 
other west German towns is 
being phased out in 1993. Luft- 
hansa is now allowed to fly the 
inner-German routes to Berlin. 

With BA almost certainly 
out of the running, there 
appears to be no alternative to 
a Lufthansa takeover despite 
resistance, on competition 
grounds, from the Bonn Eco- 
nomics Ministry, the cartel 
office and the Treuhand, 

A Lufthansa is strongly 
supported by the transport 
ministry and, it now appears, 
by the ruling Christian Demo- 
crats. 

Lufthansa's original proposal 


to take 26 per cent in Interflug, 
while east Germany remained 
an independent country, was 
withdrawn before it could be 
rejected by the cartel office. 

Its subsequent plan, which is 
likely to form the basis of a 
deal, proposed that the Ger- 
man government - as ultimate 
owner of Interflug - should 
hand over the company to 
Lufthansa which would 
develop a reconstruction plan 
for the company, ensuring 
maximum job preservation. 
Then, with the help of indepen- 
dent auditors, a value for Inter- 
Hug would be established and 
this would be paid to Bonn in 
the form of more shares in 
Lufthansa (it already holds 51 
per cent). 

Lufthansa claims that if a 
decision on Interflug's future is 
not made soon the company 


will disintegrate. Interflug is 
already expected to make a 
loss of DM130m-DM150m 
($87m-$l00m) this year. 

There are also reports that a 
growing number of Interflag 
technicians are leaving to work 
for Lufthansa or other Ger- 
man-based carriers, calling 
into question its ability to keep 
its three Airbuses operational. 

If Lufthansa does talcp over 
Interflug, some analysts 
believe it could be a pyrrhlc 
victory for the German 
national airline. Lufthansa 
already suffers from high costs 
and this year is expected to 
report a loss running into hun- 
dreds of minions of D-Marks 
The extra burden of rationalis- 
ing Interflug may leave it in a 
poor shape to face the new 
wave of competition in the air 
expected in Europe after 1993. 


UK plans curbs on marketing of credit 


By David Laseetles, Banking Editor, in London 


THE BRITISH government 
yesterday proposed tougher 
controls on the marketing of 
credit including “health warn- 
ings” on loan agreements. 

Mr Edward Leigh, consumer 
affairs minister, said consum- 
ers needed to be made more 
aware of the cost and risks of 
borrowing. The rules will 
include harsher penalties for 
lenders engaging in high-pres- 
sure or In discrimina te market- 
ing of loans. 

The proposals result from 
mounting government concern, 
expressed by Mr John Major 
before he became prime minis- 
ter, about irresponsible credit 
marketing practices. He specifi- 


cally attacked high pressure 
redit 


credit selling, and marketing 
loans to children. 

The banking industry has 


responded to the criticism by 
publishing a voluntary code of 
practice which sets standards 
for lenders. 

Although the banking indus- 
try knew the government was 
drawing up additional propos- 
als, there is likely to be some 
disappointment at the tough- 
ness of what has been pres- 
ented. The banks have consis- 
tently argued that the worst 
offenders are non-bank lenders 
and retailers who offer instant 
but costly credit. 

The main points of the pro- 
posals. which will be out for 
comment until March, are: 

• Advertisements for loans 
will have to warn consumers 
about the affordability of credit 
and the risks in loans which 
carry variable interest rates. 

• Lenders will have to take 


reasonable precautions against 
sending credit offers to chil- 
dren or to people who have 
said they do not want to 
receive circulars. 

• Customers will not be given 
unsolicited increases in their 
credit limits above the rate of 
Inflation. 

• Credit agreements will 
include a health warning such 
assn "Do not sign this agree- 
ment unless you are sure that 
you can afford the payments". 

• Lenders will not be allowed 
to use inertia selling tech- 
niques to sell payment protec- 
tion insurance and other credit 
related services. 

• The scope for a "cooling-off 
period" for borrowers will be 
widened. 

The penalties for offenders 
will be a £2,000 ($3,860) fine or 


imprisonment, or both, for a 
summary conviction. The pen- 
alties on indictment would be 
higher. The rules will cover 
loans up to £15,000 ($28,950) 
including mortgages. They will 
also apply to all types of lend- 
ers, not just banks and build- 
ing societies, but finance 
houses and retail stores. 

Mr Leigh said yesterday that 
he was pleased by the code of 
practice. However, he believed 
it did not go far enough 
because it covered only hanks 
and building societies while 
the problem was a wider one. 
The new regulations, which 
will be incorporated into the 
1974 Consumer Credit Act, will 
be “complementary" to the 
code, he said. 

Christmas crackdown on 
credit. Page 7 


Britain suffers sharp fall in investment 


By Peter Marsh, Economics Staff, in London 


A SHARP FALL in investment 
across the economy this year 
has increased the prospect of 
the recession in Britain turn- 
ing out longer and deeper than 
the government has acknowl- 
edged. 

The fall for all UK invest- 
ment of 3.8 per cent between 
the second and third quarters 
of 1990 was tbe biggest three 
monthly drop since 1985. ft was 
spread across all major forms 
of capital spending, including 
plant, buildings and vehicles. 

Separate figures by the Cen- 
tral Statistical Office showed 
that manufacturing investment 
is expected to fall by 7 per cent 
next year in volume terms, on 
a seasonally adjusted basis. 

This year manufacturing 
investment is likely to fall by 3 
per cent, ending several years 


of rising capital spending by 
manufacturers, c ulmina ting in 
record outlays in 1989. The 
findings wfll increase pressure 
on the government to cut the 
14 per cent base rate to restore 
economic growth. 

However, the government’s 
room for manoeuvre on inter- 
est rates may be limited by the 
weak position of sterling 
within the European exchange 
rate mechanism (ERM). 

Last night the pound closed 
at DM2.855, down almost 2 
pfennigs on the day and 
roughly 10 pfennigs below its 
central DM2.95 ERM rate. 

Investment trends are 
among the most widely 
watched indicators of economic 
growth because of the way 
they influence patterns of 
demand and expenditure sev- 


eral years ahead. 

Tbe figures for manufactur- 
ing are particularly relevant as 
this sector, even though it 
accounts for only about a fifth 
of the UK economy, has a big 
impact on other areas such as 
services which feed off produc- 
tion activities. 

Separate figures from the 
CSQ confirmed the extent of 
the recession. Total UK output 
decreased by 1.2 per cent 
between the second and third 
quarters of this year, while the 
service sector showed its first 
quarter-on -quarter decline for 
10 years. 

More evidence of the eco- 
nomic slowdown is likely to 
come today with the publica- 
tion of the November figures 
on M0, which is the govern- 
ment's favoured monetary indi- 


cator and mainly comprises 
notes and coins in circulation. 

The statistics are expected to 
show that M0 declined by 
about 0.2 per cent between 
October and November, illus- 
trating how money is being 
squeezed out of the economy as 
the recession bites and infla- 
tion falls. 

The cuts in manufacturers’ 
capital spending disclosed by 
the government survey mirror 
Confederation of British Indus- 
try reports. These have showed 
manufacturers' confidence to 
be at its lowest level since 1980, 
a sharp change from a survey 
six months ago, which said 
that manufacturing investment 
was likely to rise 1 per cent. 

Credit crackdown Page 7; 
Anatomy of recession, Page 17 


Israelis voice concern over arms scandal 


By Hugh Camegy in Jerusalem 


ISRAELI officials yesterday 
acknowledged deep concern 
about an emerging corruption 
scandal surrounding senior air 
force officers involved in arms 
procurement from tbe US. 

It could have a damaging 
effect on tbe $1.8bn annual pro- 
gramme of US military aid to 
Israel. 

At the same time. General 
Electric of the US said it had 
started an internal investiga- 
tion into its dealings with 
“companies said to be involved 
in the Israeli investigation" 
and had informed “the appro- 
priate US government agen- 
cies" of its move. The company 
declined to comment further. 

Among a range of allegations 
widely reported yesterday by 
Israeli newspapers and state 
radio was the charge that Brig- 
Gen Rami Dotan, head of 


Israeli Air Force (IAF) procure- 
ment until he was arrested by 
military police at the end of 
October, had paid a junior IAF 
colleague to incapacitate an 
Israeli businessman in New 
York. 

The businessman, who in the 
event was not harmed, was 
said to have drawn the atten- 
tion of the Israeli authorities to 
irregularities in the IAF pro- 
curement programme. 

This week the case has wid- 
ened significantly with the fur- 
ther arrest of Col Yitzhak 
Sa’ar, chief IAF quartermaster, 
and two Israeli civilians 
involved in contract work for 
the air force. 

No charges have yet been 
brought against the men. The 
authorities have so far con- 
firmed publicly only that they 
are suspected of participating 


in a fraud involving kickbacks 
from air force contracts. 

It has been made clear that 
the fraud covered LAF pur- 
chases from US defence con- 
tractors. 

It is not clear how much 
money was siphoned off in the 
course of the alleged fraud. 
Officials have suggested it ran 
to tens of millions of dollars. 

The affair has greatly embar- 
rassed the defence establish- 
ment and especially the LAF, 
which regards itself as the elite 
force in tbe Israeli military. 
Gen Avihu Ben Nun, the IAF 
commander, yesterday told his 
officers: “Dotan betrayed us 
all, the air force and me per- 
sonally." 

The most serious aspect of 
the case is its potential impli- 
cations for US-Israeli military 
relations. 


The IAF receives the bulk of 
the annual $lJ3bn US military 
grant, most of which must be 
spent in tbe US under the 
terms of the aid agreement 

The US embassy in Tel Aviv 
said it was following the affair 
closely. An official warned of 
Its potential to become a 
"really big" bilateral issue. 
There is great sensitivity over 
the levels of US military aid to 
Israel 

“The Dotan affair may* 
strengthen the arguments and 
positions of members in both 
houses of Congress who aim 
sometime to cut military aid to 
Israel, claiming that Israel does 
not take sufficient care that 
the aid is spent on what it was 
destined for," wrote Mr Ron 
Ben Yishai, militar y commen- 
tator for the newspaper Yediot 
AchronoL 


Doubt cast 
on value of 
personality 
testing 


By Simon Holberton 
in London 


THE VALUE of psychological 
testing of employees has been 
called into question by two 
researchers who dahn there is 
little evidence that personality 
tests can measure likely suc- 
cess at work. 

About 50 per cent of compa- 
nies in the UK which employ 
more than 1,000 people use 
personality tests at some point 
in their selection or assess- 
ment of employees. 

However, in an article pub- 
lished in the latest issue of 
Nature, the science weekly, Mr 
Steve Blink born and Mr 
Charles Johnson, both direc- 
tors of Psych o metric Research 
and Development, argue that 
the number of possible person- 
alities mapped In a typical sur- 
vey is so numerous as to make 
attempts to validate the tests 
suspect. 

They also question the sta- 
tistical robustness of the 
results produced by the tests 
and the hypotheses upon 
which some assessments are 
made. However, the hypothe- 
ses are misused, which the 
authors describe as "scandal- 
ous** and designed to "bamboo- 
zle an unsophisticated public 
with pseudoscience." 

Mr BIB Mabey, a director of 
Saville and Holdsworth, a con- 
sultancy which specialises in 
personality testing, said that 
such testing, although flawed, 
was valid. "All procedures for 
assessing people are flawed. 


Mr Mabey said tests had 
been shown to double the 
probability of selecting the 
right candidate for the job 
compared with the options, 
such as interviews, simulation 
exercises or simply one’s 
impression of people. 

However, the authors or the 
Nature article find some sup- 
port for their views bom the 
Industrial Society, a group 
formed to improve industrial 
performance in tine UK. 

Mr Alistair Graham, its 
director, said there was an 
urgent need for a code of prac- 
tice to prevent testing being 
given, a bad name. 

“Companies use them with 
the best intentions, but our 
advice has always been not to 
put too much weight on the 
use of these tests in selecting 
people," he said. 

Mr Btinkhom and Mr John- 
son write that the use of per- 
sonality tests in Industry may 
have value if they can Identify 
a correlation between person- 
ality and likely performance. 
They add that their review of 
technical literature suggests 
there is little predictive power 
to the tests. 


ICI and Solvay 
fined Ecu47m 
over cartel 


Continued from Page 1 
grant special permission to an 
export cartel of six US natural 
soda ash producers to sell to 
the EC 

The American producers 
argued that as the European 
market was already cartelised, 
their joint action was actually 
justified. 

However, the US producers 
- kept out of the EC market 
until earlier this year by an 
anti-dumping duty - will be 
able to sell independently to 
the BC market 
Both Solvay and ICI figure 
frequently on the list of com- 
panies that have infringed EC 
competition rules in the past 
Most recently they were 
fined Ecu6m for abusing com- 
petition in the market for 
PVC. 
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A two-way stretch 
for sterling 


The UK’s membership of the 
ERM Is proving tough going 
rather sooner than expected. 
Not only have the US authori- 
ties begun to cut interest rates, 
thus putting further downward 
pressure on the dollar. Today’s 
monthly report from the Bund- 
esbank also repeats In sterner 
and more explicit terms the 
warning that if the German 
budget deficit goes on rising 
- which seems pretty well 
inevitable - German Interest 
rates are going up as well. 
Even before that, lower US 
rates and renewed rumours of 
a UK cut had yesterday pushed ' 
sterling down to within 4 pfen- 
nigs of its current ERM floor of 
DM2.8280 - the narrowest mar- 
gin since the UK joined. Much 
more of this and the ability of 
the system to intervene on 
sterling's behalf is going to be 
tested for the first time. 

That apart, the UK already 
looks like suffering what the 
bears of ERM entry had pre- 
dicted all along - the effect on 
the traded goods sector of ster- 
ling being dragged up on the 
coat tails of a rising D-Mark 
while the dollar independently 
depredates. There are already 
signs of rebellion against tbe 
D-Mark/doIlar trend in some 
parts of German industry. But 
German manufacturers have 
the whole D-Mark zone of the 
ERM to play with, to say noth- 
ing of the emerging markets of 
Eastern Europe. Industry in 
the UK, with its historically 
stronger links to dollar mar- 
kets, has a good deal more to 
lose. 

All this makes it harder than 
ever for the UK government to 
convince the markets of its 
commitment to the system. It 
may indeed have embraced 
monetary rectitude regardless 
of the opinion polls. But if the 
markets are sceptical, they 
have history on their side. 
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trail an entrepreneurs, real 
estate, LBOs. As one hole is 
filled in, there Is very nearly 
always another one just up the 
road. 

Until the US authorities per- 
mit a substantial reduction in 
banking capacity by letting 
some of the famous names go 
bust, bank shares are going to 
remain an uncomfortable 
investment, in Citicorp’s case, 
the US market was apparently 
encouraged by the fact that the 
extra provisions needed were 
not as big as feared. But then 
the same thing was said about 
the first round of Third World 
debt provisioning: Bankers are 
much better at losing money 
than making ft. 

Meanwhile, UK bank shares 
went up yesterday. They 
should have gone down. If 
there is one loud and clear 
message coming out of Citi- 
corp’s embarrassing 
about-turn, it is that banks are 
being required to stop paying 
dividends out of their capitaL 
It is not only Standard Char- 
tered and Midland which 
deserve to take note. 


sign la a relatively steady rate 
of investment in plant and 
machinery, even if much of 
this was presumably commit- 
ted in advance. The first half of 
next year will provide better 
evidence of the trend. But 
given the continuing gloomy 
picture on corporate liquidity, 
if investment is not cut, so 
much the worse for dividends. 


BTR/Pilkington 

BTR is displaying a rare tal- 
ent for ambiguous public ges- 
tures. Eighteen months ago, 
when BLohlberg, Kravis, Rob- 
erts were hovering menacingly 
on the fringes of the BTR 
empire. Sir Owen Green mused 
vaguely in public about a pos- 
sible unbundling. His shares 
shot up, Mr Kravis went home 


and BTR proceeded on Its way. 
is something curiously 


Citicorp 

Investors in bank shares are 
almost as perverse as bankers. 
When Citicorp announced in 
1987 that it was writing off a 
chunk of its shareholders’ 
funds to reflect the decline in 
value of its Third World loans, 
its shares jumped for joy. Now 
it is planning to cut its divi- 
dend by 44 per cent and its 
shares foil to collapse. 

Only last week, Citicorp’s 
shares were trading on a his- 
toric 13 per cent yield. Now 
they are yielding a prospective 
7.4 per cent. It seems the 
equity market loves nothing 
more than the smack of firm 
management putting its prob- 
lems behind it. How many 
times have we heard this 
before? Third World debt Aus- 


UK investment 


An important point about 
yesterday's government survey 
of UK manufacturers’ invest- 
ment intentions next year is 
that replies to the question- 
naire were made out in Octo- 
ber. Anecdotal evidence from 
the corporate sector suggests 
companies began to feel the 
full force of the recession well 
before then, so their invest- 
ment plans should already 
have been coming under severe 
review. Remember that the 
Confederation of British Indus- 
try’s account of the third quar- 
ter said investment in late 1990 
and 1991 should stay above the 
depressed levels of 1974 and 
1980. 

Yesterday’s survey was 
slightly bleaker than that. 
Companies now expect direct 


There is something 
reminiscent of that In yester- 
day’s news that BTR has taken 
a small extra bite, worth no 
more than £4m, out of Pilking- 
ton. If BTR seriously intended 
a second run at the glass- 
maker. Its brokers could surely 
have picked up more than just 
an additional 0.35 per cent. 
And its incoming chief execu- 
tive would have thought twice 
about telling the world a fort- 
night ago that he already had e 
blg.TJK acquisition lined up. 

In some eyes, of course, Pilk- 
ington Is a sitting duck. It win 
be lucky to make £2Q0m of . tax- 
able profits this year against 
£3 14 m in 1989-90; the glass 
industry is locked into a cycli- 
cal downswing; and a success- 
fill bidder might sell its Vision- 
care lens business at a high 
multiple. Whether it is BTR’s 
target is another matter. Politi- 
cal problems remain in bidding 
for Merseyside’s last home- 
grown large manufacturer 
when unemployment is rising 
again. Nor is PiUtington the 
only big British manufacturing 
or building materials company 
which suddenly looks vulnera- 
ble. And It may simply be too 
early in the economic cycle to 
expect aggressive bids to recur, 
tbe world's automotive and 
construction markets still have 
a way farther to faff 


Laura Ashley Holdings pic 


subscription for a minority interest by 


Jusco Co., Ltd. 


The undersigned acted as financial adinsers to 
Laura Ashley Holdings ptcandJuecoCo., ffrf 
m this transaction. 


Dillon, Read & Co. Inc. Dillon, Read LunMed 


December 1990 



capital expenditure to fall by 

around 9 per cent . next year. 
Total investment in real terms 
would remain comfortably 
above 1974 levels and slightly 
above I960. Nevertheless, the 
bad news still coining out of 
the third quarter suggests the 
serious possibility that the cur- 
rent recession is worse than 
that of 1980-81. 

The downturn in corporate 
investment seems to be occur- 
ring in quite predictable areas, 
mainly new building work and 


vehicles, the only encouraging 
itively 
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United Scientific 
back in the black 

United Scientific Hold- 
ings, the UK defence 
equipment group which 
narrowly escaped being 
taken over fast year, has 
returned to the black. 
USH, in which IEP Secu- 
rities — the investment 
vehicle of Sir Ron Brier- 
ley — has a near 29 per 
cent stake, made a pre- 
tax profit of £2.1 m ($4m; for the 12 months to 
September 30, compared with a loss of £3.Bm 
in the corresponding period. Turnover rose 
from El 26m to £l43m and the loss per share 
fell from 9.3p to I.Bp. Page 24 


Savage saga comes to a head 

Savage Group holds its annual general meet- 
ing today In London, in the last six weeks, 
under pressure from its largest shareholders, 
the USM-quoted hardware group has Installed 
a new chairman and a new chief executive, 
and promised Investors a new strategy. 

Despite turmoil behind the scenes and contin- 
ued weakness of the do-it-yourseH market, the 
value of the company has increased more than 
£5m since the beginning of November. Andrew 
Nil! explains why. Page 21 25 


That Icing on the cake 

Chances are that those 
bright red holly berries 
decorating your slice of 
traditional, richly-iced 
cake this Christmas are 
in fact the crushd rem- 
nants of sex-crazed 
Peruvian butterflies 
(left). Dried cochineal, 
which looks reassuringly 
like pinkish-grey seeds 
rather, than squashed 
beetles, is the raw mate- 
rial used to make the 
rad colourant carminic add, and can be found 
in a host of cosmetics, drinks, foods and tex- 
tiles. Sally Bowen examines. Peru's attempts to 
boost production of this natural colourant 
Page 28 


General Electric boosts 
European presence on board 

General Electric, toe US industrial combine 
yesterday gave the clearest signal yet of the 
growing significance of its European activities, 
with the appointment of Mr Paolo Fresco, the 
London-based head of Its international 
operations, to its board. Italian-born Mr Fresco 
jointed GE In 1962 as a lawyer and has over- 
seen several of the company's more important 
international Initiatives including its purchase 
of an controlling interest in Tungsram, toe Hun- 
garian light bulb manufacturer. Page 20 


Tumult on the bourse 

The tumultuous year in 
German politics has 
been matched by an 
equally hectic 12 months 
on toe bourse. An Initial 
10 per cent rise in the 
DAX index has since 
been reversed Into a 20 
per cent slump. Compa- 
nies with weak overseas 
markets are increasingly 
feeling the pinch while 
domestic shares - those 
most likely to benefit 
from German unification - are set for impres- 
sive gains. Andrew Fisher In Frankfurt looks at 
some of the bourse's winners and losers. Page 
37 
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Belgian bank expands with FFr950m deal 


By Lucy Kellaway in Brussels and George Graham in Paris 


GENERALE de Banque, 
Belgium's biggest batik, is to pay 
FSTfSQm (Sl90m) for a 45 per cent 
stake in Banque ?arislezme de 
Credit (BPC). a subsidiary of 
Compagnie de Suez. 

It is the Belgian bank's first big 
cross-border banking deal. Gener- 
ate de Banque said it bad the 
option to buy the rest of BPC 
over two years, although this 
would depend on the French 
bank's performance. 

The deal - which confirms a 
general pend towards European 
banking before 1992 - fits with 


the declared strategy of Generate 
de Basque of extending its strong 
domestic business into neigh* 
homing markets. 

It comes more than a year after 
it ca ll ed off more ambitious plans 
for a foil merger with Amster- 
dam Rotterdam Bank of the 
Netherlands. 

BPC, which has its main client 
base among mtmii and medium 
companies In the Paris region, 
has always fallen outside the 
main orbit of Suez's banking 
Interests. These are concentrated, 
through Banque Indosuez. on big- 


ger corporate customers. 

Selling off the bank will enable 
Suez to ease its financial posi- 
tion. The group has little debt, 
but has nevertheless been viewed 
as strapped for cash since the 
acquisition of its controlling 
stakes in Sodete G6n6rale de Bel- 
gique and In Victoire, the French 
insurance group. 

Suez is the majority share- 
holder in Sodete G£n£rale de Bel- 
gique, which in turn owns some 
18 per cent of Generate de Ban- 
que. 

Officials rejected suggestions 


that the deal was simply a shuf- 
fling of assets around the Suez 
group. Although Generate de 
Banque is closely tied to Societe 
Genirale de Belgique, they said, 
it can by no means be regarded 
as a subsidiary. 

BPC reported a 22 per cent 
advance in net profits last year to 
FFT138m, with total assets rising 
ll per cent to FFrl7.2bn and 
shareholders' funds up 14 per 
cent to FFr759m. The bank had to 
increase its bad debt provisions 
last year, but said that its risks 
remained well covered. 


Mr Paul -Emmanuel Janssen, 
the bank's president, said BPC 
was exactly what he bad been 
looking for, and that yesterday's 
agreement was a result of long 
drawn out talks with Compagnie 
de Suez which started in July last 
year. 

He said there were no plans to 
change the way the bank was run 
or to make it expand into new 
business areas. However, he said 
that Generate de Banque could 
improve the business by introdu- 
cing to It some of its established 
customers. 


Belgian stock analysts yester- 
day commended the strategy 
behind the deal, but said that the 
price looked rather high. They 
also questioned the role of Suez. 

"This looks like a way of pass- 
ing money from one part of the 
Suez empire to another' . an ana- 
lyst commented. 

However. Mr Janssen said that 
the talks had been conducted 
independently of Sodete Gener- 
ate de Belgique, and that its 
directors had not voted at yester- 
day's meeting, to avoid any con- 
flict of interest. 



When Citicorp eats humble pie 

Alan Friedman in New York reports on the woes of the biggest US bank 


John Reed, chairman of Citicorp : "Now Pm damn embarrassed 
because the critics were right and we were wrong." 


M r John Reed, America's 
most influential banker, 
made an unusual mea 
culpa recently. 

“We were warned about real 
estate two years ago, we were 
warned again a year ago, and we 
pooh-poohed it,” said, the chair- 
man of Citicorp in an interview 
last month. “Now I’m damn 
embarrassed because the critics 
were right and we were wrong." 

Mr Reed, 51, was once the unm- 
derkind of US banking. His suc- 
cessful 1960s strategy - building 
a technology-driven retail bank- 
ing business that now supplies 60 
per cent of Citicorp’s core earn- 
ings - is not forgotten. But other 
problems have made him look a 
chastened man. 

After his admission of the 
embarrassment about problem 
real-estate loans, he went on to 
‘ deal with criticism of Citicorp's 
lower than average &8 per cent 
capital-to-asset ratio: "The capital 
thing," he said, "is also valid. 
Visibly, statistically, we look a 
little naked." 

Despite this nakedness, Mr 
Reed was loath to cat Citicorp’s 
dividend. Only a few days ago he 
insisted this method is a “highly 
inefficient” means of conserving 
capital. 

Thjs week, in a striking rever- 
sal . . of position, Citicorp 
announced plans to slash its 1991 
dividend by 44 per cent and to 
shed 8,000 of the bank's 90,000 
employees. In a terse statement 
the bank said it would suffer a 
fourth quarter deficit of up to 
S400m due to mounting bad-debt 
provisions and a $300m writeoff 
caused by the job cuts. 

As striking as the about-turn 
on dividends was Citicorp's sack- 
doth-and-ashes admission that it 
"has embraced the need to sub- 
stantially strengthen its actual 
and relative capital position." 

US banking regulators have 
been pressing banks to 
strengthen their capital. Citi- 
corp's latest measures - includ- 
ing a 5340m fourth quarter provi- 
possible loan losses 


8100 


Digital acquires control of 
Maimesmann computer side 


By David Goodhart in Bonn and Martin Dickson in New York 


MANNESMANN. the German 
engineering group, has sold a 
majority stake in the barely prof- 
itable computer business of its 
Kienzle subsidiary. The pur- 
chaser is Digital Equipment Cor- 
poration, of the US, the worlds’s 
third largest computer business. 

The computer business will 
become a new company, Digital 
Kienzle Computer Systems, 65 
per cent-owned by Digital and 35 
per cent by Mannesmann. Digital 
h«j» paid Mannesmann around 
DM350m ($2S5m) for its stake, 
which values the computer busi- 
ness, based in Villingen, 
southern Germany, at DM525m. 

The deal is the largest invest- 
ment outside the US by Digital, 
which has been expanding in 
both Western and Eastern 
Europe and recently opened a 
new semiconductor plant in Scot- 


land. The MgwTWflTrmnn company 

will add sales of about DMBOOm 
to Digital's existing DMLTSbn of 
revenues in the important Ger- 
man market 

Ttf g i t ai, which mainly supplies 
systems for large companies, said 
the deal would Ttlso continue its 
worldwide thrust into the small 
and medium-sized business mar- 
ket, which Is where Mannes- 
mann's sales are concentrated. 

The move comes amid a two- 
earnings aHria at Dlgi- 
of a 


tal, which Is in the throes 
staff cutting and rationalisation 
programme. Mannesmann has 
been looking tor a suitable pur- 
chaser or partner for the Kienaiu 
computer business for over a 
year. The business, which speci- 
alises in retailing systems and 
medium-sized companies, has 
been suffering from severe price 


competition and, according to 
MannpCTiann officials, lacked the 
size to become acceptably profit- 
able an its own. 

There was speculation that 
Kienzle might be merged with 
Nixdorf, which was subsequently 
taken over by Siemens, or be 
acquired by the Japanese com- 
puter group Fujitsu. 

In 1989 the Kienzle computer 
business, with about 4,800 
employees, had sales of DMBOOm 
and just broke even. The rest of 
thi* Kienzle subsidiary, originally 

has 2,500 employees and sales of 
DMlbn. 

Mr Werner Dieter, Mannes- 
mans chief executive, said that 
broader co-operation with Digital 
was also being considered and 
mentioned the Mannesmann sub- 
sidiaries Rexroth and Demag. 


Campeau losses climb to $477m 


By Bernard Simon in Toronto 

THE PROSPECTS for Campeau 
Corporation, the floundering 
Canadian real estate and retail- 
lag group, have darkened further 
with a 25 per cent increase in its 
losses so far this year, and the 
growing difficulty of selling prop- 
erties into a sagging market. 

Campeau, which is trying to 
wring concessions from its major 
creditors white its US department 
store subsidiaries reorganise 
under Chapter 11 of the bank- 
ruptcy code, suffered a US*477xn 
loss In the nine months to Octo- 
ber 31, up from 5377m a year ear- 
lier. The loss per share grew from 
56.77 to 510.82, which excludes 
5204m of Interest on the unse- 
cured debt of the department 
store groups, Allied Stores and 
Federated Department Stores. 
Revenues dipped from S?.04bn to 
tS-Olbn. 

The deterioration reflects 
poorer results both from Allied 


and Federated, and from real 
estate operations. Operating 
profit from the department stores 
fell from 5440m to 5261m, white 
the real estate business suffered 
a $12m loss, compared with a 
year-earlier profit of 5117m. Reor- 
ganisation costs relating to the 
US subsidiaries tntaiw 572m. 

The real estate reversal 
includes a 5106m provision, the 
biggest component of which is a 
charge to reimburse Toronto 
developers Olympia & York for a 
shortfall In occupancy rates at 
Scotia Plaza, Campean's 68-storey 
flagship development in down- 
town Toronto. O&Y bought a 50 
per cent stake in Scotia Plaza 
three years ago. on terms that 
included a guarantee of a mini- 
mum occupancy rate. 

The parent company has real- 
ised 5135m from the disposal of 
real estate assets so for this year. 
But a Campeau spokesman said 


yesterday that sales "have not 
gone as well as expected" and the 
company was reviewing its 
restructuring plan. He said that 
creditors "don’t want us to dump 
the properties on the market at 
any price". 

He declined to give details of 
the revised plan, but said any 
substantial changes would proba- 
bly be put before debenture hold- 
ers and other creditors early in 
the new year. 

Campeau’s problems stem from 
its highly-leveraged SlObn acqui- 
sitions of Allied and Federated in 
the late 1980s, but have been 
compounded by the downturn in 
North American real estate mar- 
kets. Its long-term debt stood at 
52.61m on October SL, plus $7.4bn 
of liabilities frozen by the Chap- 
ter 11 proceedings. 

Campeau had an equity defi- 
ciency of $ 2 . 2 bn on October 31, up 
from $L7bn on January 31. 


- come at the end of a rigorous 
inspection, by bank examiners. 

The bank's commercial loan 
loss provirions are less than a 
third the level of those made by 
its main New York rivals, 
expressed as a proportion of non- 
perfbrming loans. But manage- 
ment has insisted until now that 
they do not need to be increased. 
Analysts now say it is too early 
to tell whether the new loan loss 
provisions will be sufficient to 
deal with the continuing deterio- 
ration in the economy expected 
durin g the first half of 199L 

Citicorp's loan write-offs in the 
first nine months of 1990 totalled 


ment in the banking picture." 

The capital issue is a symptom 
of Citicorp’s problems. Of these 
the biggest - aside from concern 
that Third World loan loss provi- 
sions remain inadequate - is the 
impact of the real estate crisis. 
Some $22bn, or 16.7 per cent, of 
the bank's US commercial real 
estate portfolio is non-perform- 
ing. This is the highest ratio of 
any of the big US banks and it 
may increase further in the next 
few months. 

Inriders at Citicorp say senior 
management has been scram- 
bling in recent weeks to deal 
with worsening problems. They 


Citicorp serves one out of every four American 
households, so its problems win greater 
attention than those of other banks 


$2.29bn, of which 5429m was 
made against commercial loans. 
The bank is likely to make fourth 
quarter commercial loan write- 
offs of 5150m, hardly a large rise. 

Citicorp Is not the first big US 
money-centre bank to cut its divi- 
dend or slash its payroll Prob- 
lems at Citicorp inevitably win 
greater attention, however, than 
actions at other hanTra, such as 
the retrenchment at Security 
Pacific or the staffing cutbacks at 
Chase Manhattan. Citicorp, after 
an, serves one out of every four 
American households. 

Of all international commercial 
banks, it has the widest global 
reach. Under flip chairmanship of 
Mr Walter Wriston, who chose 
Mr Reed as his successor, Citi- 
corp led the 1970s Charge of the 
Debt Brigade in Mexico. Brazil 
and Argentina. 

Yesterday morning, with no 
irony intended, Mr Wriston 
penned an elder-statesman’s 
article on banking in a US news- 
paper in which he admitted en 
passant that "capital strength is 
nevertheless an important ele- 


say the bank's strategy for 
addressing its problems has been 
evolving very rapidly. A week 
ago Citicorp said it would sack 
4,000 of its corporate banking 
staff; two days ago it doubled the 
number. The bank plans to sell 
off some assets next year and cut 
staff by natural wastage, thus 
paving the way for 5500m of 
annual cost savings by 1992. 

The stock market is well aware 
of Citicorp's travails - its share 
price has fallen by half over the 
past 12 months, to 513% yester- 
day, down 5% on the day. And 
analysts are sceptical about Citi- 
corp’s ability to face its problems 
quickly, especially as some say 
the bank still needs to Increase 
its loan loss provirions by $2L5bn 
or more. 

Mr Raphael Soifer, an analyst 
at Brown Brothers Harriman, 
said yesterday that Citicorp may 
not live up to its own advertising 
slogan, which claims the hank is 
"for those who want to succeed, 
not just survive." Citicorp is suf- 
fering from both a deep regional 
recession in the northeastern US 


and from its own internal prob- 
lems, he says. "The company's 
survival is not in doubt, but the 
question Is how can it succeed?" 

Bnnvn Brothers estimates that 
Citicorp needs to raise as much 
as S5bn of new equity in the next 
few years. If the bank cannot 
raise enough new cash by way of 
asset sales and its hoped-for 
international Slbn private place- 
ment of preferred stock. Mr 
Soifer says it will have to accept 
a reduction in sire, abandoning 
some of its more tar-flung ambi- 
tions to be both the leading US 
retail bank and a force in corpo- 
rate finance in both the industri- 
alised and developing world. 

Analysts say the bank's pack- 
age of measures this week has 
not been spelt out enough to 
allow them to make intelligent 
forecasts. Officials across the 
bank have been told not to com- 
ment on its present situation. 
Wall Street will have to wait 
until Citicorp's fourth quarter 
1990 results are released after the 
New Year in order to see how 
much humble pie Mr Reed is 
really prepared to consume. 

When Chemical Bank aiashad 
tts own dividend and revealed a 
big loan loss provision in October 
Mr Walter Shipley, the chairman, 
noted that the US economy was 
heading for a rocky period. He 
called the dividend cut “a conser- 
vative approach in a difficult 
environment ” Mr Shipley and 
other top US bankers are con- 
vinced that a consolidation of the 
over-diffuse US banking system 
is inevitable, whether by mergers 
or other means. 

In Washington, meanwhile, 
work is going forward on a pack- 
age of banking reform measures 
that will be unveiled by President 
Bush in next month’s State of 
Union address. 

The next 12 months could see 
more pain, more loan losses and 
more staff cuts for big US banks. 
Citicorp's troubles are merely the 
most visible sign of the gloomy 
state of US banking: the bench- 
mark bank has owned up. 


Worldwide match and lighter businesses of 

SWEDISH MATCH N.V. 
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have been aquired by 

NEDERLIGHT B.V. 

Total financing 

US$ 302 , 000,000 
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BTR raises its stake in 
Pilkington to 4.05% 


By David Owen in London 

SHARES of Pilkington climbed 
sharply yesterday on news that 
BTR, the UK industrial 
conglomerate, had raised its 
stake In the Merseyside-based 
glassmaker from 3.75 per cent 
to 4.05 per cent 

BTR's interest is a legacy of 
its contentious and 
unsuccessful fil.IGbn (£L24bn) 
bid for PUkington launched in 
November 1986. Pilkington 
closed up lOp at 182p valuing 
the group at £1.35bn, while 
BTR was ahead 3p at 
335p. 

Rumours that the 
164- year-old glassmaker was 
again “in play" have been 
skirling around a deal-starved 
City of London this year, 
encouraged by each new slide 
in the share price. 

They were given further 
currency earlier this month 
when the group, which is the 
world's leading producer of flat 
and safety glass, reported a 30 
per cent decline in interim 
profits to £103.2m. 

BTR is regarded as one of a 
number of possible suitors 
along with Hanson and other 


leading European building 
products groups. 

“This is not the only 
company where we have 
recently added to our holding," 
said Mr Christopher BtUL 
BTR's finance director. “At the 
price levels of the past few 
weeks, we regard Pilkington as 
good investment value." 

BTR, which this month 
appointed Mr Alan Jackson to 
take over as chief executive in 
January, has hinted strongly 
that it retains acquisitive 
designs in spite of experiencing 
a - disappointing year. 

In April, it was thwarted by 
Saint-Gobain, the French chips 
glassmaker, in its efforts to 
buy Norton, the US abrasives 
group. In September, Its shares 
fell sharply when it delivered 
only a 6.6 per cent advance to 
£530m in interim profits. 

Less than two weeks ago, Mr 
Jackson himself said that he 
thought BTR needed a big UK 
acquisition. The 54-year-old 
Australian has earned a 
reputation as a formidable 
dealmaker during a long stint 
at the head of BTR Nylex, the 


grou p’s^ A ustralian offshoot. 

If BTR did make a second 
attempt to swallow Pilkington, 
the parallels with its 
previous effort would be 
striking. 

That foray also came over 
the Christmas period, being 
abandoned by the group 
following a higher- 
than-expected Pilkington profit 
forecast in January 1967. 

It was similarly launched in 
the period between the 
appointment of a new chief 
executive - in that instance, 
Mr John Cahill — and the date 
when he actually assumed his 
new duties. 

For all that, it appeared at 
least as likely yesterday that 
BTR was attempting to flush 
out other suitors in the hope of 
selling its PfUdn^ton shares at 
a satisfactory orice. 

Pilkington, for its part, said 
that it had “no information” 
about BTR's intentions. 

“We made it clear four years 
ago that they were not 
welcome and our views have 
not changed," the group 
said. 


Philips settles with legal chief 


By Ronald van de Krol 

PHILIPS, the Dutch electronics 
group, has reached an agree- 
ment with Mr Hans Beekhuis, 
its chief legal officer, on term- 
inating his employment follow- 
ing a dispute with the com- 
pany’s board. 

Under an agreement ratified 
by both sides, his contract will 
be ended in June. The suspen- 
sion from duties which was 
imposed last month will be for- 
mally lifted, but Mr Beekhuis 
will not be returning to his 
post, though he may act as an 


adviser to the company from 
time to time between now and 

mid-1991. 

As part of the agreement. 
Philips and Mr Beekhuis have 
also pledged not to give details 
of the dispute that led to the 
termination of his contract. 

In a statement the company 
said only that the row con- 
cerned “a difference of opinion 
about Mr Beekhuis's responsi- 
bility as chief legal officer". 

Philips also expressed “deep 
gratitude” to Mr Beekhuis for 


his services over the past 26 
years. 

The dispute is thought to 
touch more on the scope of Mr 
Beekhuis’s authority than on 
broader issues of company pol- 
icy and strategy. 

Philips Is working on cutting 
45,000 jobs worldwide In a bid 
to turn around its flagging for- 
tunes. 

Mr Beekhuis, 54. joined Phil- 
ips in 1964 and became chief 
legal officer and the company 
general secretary in 1988. 


Wheeling-Pittsburgh plan approved 

By Nikki Tall in New York 


WHEELING-PITTSBURGH. the 
US steelmaker, has finally 
secured court approval for its 
reorganisation plan. 

This means that it will be 
able to emerge from bank- 
ruptcy proceedings five-and-a- 
half years after filing for pro- 


tection from its creditors under 
Chapter 11 of the US bank- 
ruptcy code. 

Judge Warren Bentz signed 
the court order on Tuesday, 
having Indicated a week earlier 
that he intended to approve 
the plan. 


Last-minute abjections to 
the plan - which gives unse- 
cured creditors back about 
72 cents on the dollar - had 
been raised by the Environ- 
mental Protection Agency and 
by Farmers Home Administra- 
tion. 


GE’s push 
into Europe 
underlined 
by posting 

By Charles Leedbeafer, 

Industrial Editor 

GENERAL Electric, the US 
industrial combine, yesterday 
gave the clearest signal yet of 
the gr o w in g significance of its 
European activities with the 
appointment of Mr Paolo 
Fresco, the London-based head 
of its international operations, 
to its board. 

Mr Fresco, an Italian who 
joined GE in 1962 as a lawyer 
in the company’s Italian sub- 
sidiary, has overseen several 
of the company’s most impor- 
tant international initiatives. 
Including Its purchase of a 
controlling interest in Tungs- 
ram, the H un g ari an light bulb 
manufacturer; joint- ventures 
with the UK’s General Electric 
Company; and the swap of sev- 
eral badnesses with Thomson 
of France. 

General Electric’s sales in 
Europe have risen from $2bn 
in 1985 to about $8bn in 1989, 
with more than half of the 
sales supplied from European 
producti on site s. GE’s empl oy- 

imnit Jjl Europe lms htcrgagwi 

from 7,000 to 45,000 In the 
same period. 

Mr Jack Welch, GE’s chair- 
man, said Hm* addition of Mr 
Fresco's international exper- 
tise to the board was another 
step in GB becoming a global 
company. 


Dyno Industrier 
in writedown 

DYNO INDUSTRIER, the 
Norwegian diversified chemi- 
cals group, yesterday 
announced that it is to write 
down by NKr90m (tJS$15m) 
the value of its 50 per cent 
stake in Dyno Westfarmers, 
which has 35 per cent of the 
Australian explosives market 
Dyno explained that to turn 
the Australian company into a 


profitable nnrt “it has taken 
much longer and required a 
much larger investment than 

ori ginally planned”. 

Dyno bought its stake in ■! 
Dyno Westfarmers in 1988 
from DuPont, but because of 
tough market competition and 
obligations to contracts which 
have low profit margins the 
company has struggled to 
return to profit 


DSM expects to agree to buy 
ACF Chemie early next year 


By Ronald van da Krol in Amsterdam 


DSM, the Dutch chemicals 
group, said yesterday it 
expects to reach agreement 
early next year cm acquiring 
ACF Chemie. a maker of qui- 
nine and iodine-based prod- 
ucts, from ACF Holding of the 
Netherlands. 

ACF Chemie, which is based 
in Maarssen, near Utrecht, has 
annual sales of FI 75m <$44j6m) 
and a workforce of 245. 

The chemicals producer's 
activities, including its iodine- 
mining activities to Chile, are 
to become part of Andeno, a 
DSM subsidiary which 
specialises to producing chemi- 
cals for the pharmaceuticals 
industry. 

DSM, which is not yet active 


to quinine and iodine deriva- 
tives. said the acquisition 
would bolster its position to 
fine chemicals. 

Bourse-listed ACF Holding 
said yesterday that it also 
recently sold Industrie Chun- 
Ic he I tali an e, its Milan-based 
producer of bulk c h e micals for 
t he pharmaceuticals industry, 
to ' Chemind Holding, a Swiss 
investment group. 

The Italian company has 
annual turnover of FI 15m and 
40 employees. 

The two divestments marie 
the end of an extensive 
restructuring at ACF which 
haw included the sale of Its 
welding, sealing and coating 
businesses. 


ACF declined to say how 
much it will receive for the lat- 
est two companies but con- 
firmed that the proceeds would 
be below book value. 

ACF, with annual turnover 
of FI 1 Abu. is now concentrat- 
ing on marketing and trading 

phar maceuticals. 

In 1989 it took fUll control 
over Brocacef, a malar Dutch 
pharmaceuticals wholesaler, 
after buying out its 
joint-venture partner Gist-bro- 
cades. the Dutch biotechnology 
company. 

ACF expects its net profit 
from normal business 
operations to total FI 14m to 
1990, reversing losses of FI 8.4m 
to 1989. 


Landis & Gyr returns to black 


By WHI lam Dullforce in Geneva 


LANDIS & GYR, the Swiss 
building and energy controls 
group, yesterday reported net 
earnings of SFi20.3m (816m) for 
the year ending September 9), 
thereby returning to the black 
after the SFrl3.4m loss booked 
to the previous year. 

Turnover rose by 8 per cent 
to SFr2.45bn. The board pro- 
poses to pay an unchanged div- 
idend of 8 per cent, or SFrl6 
per registered share. A divi- 
dend of 10 per cent was paid in 
1987-88- 

The group, which had been 
experiencing declining profit- 


ability since 1985, is being 
restructured under new man- 
agement put to place by Mr 
Stephan Schmioheiny, the 
Swiss industrialist, who took 
control at the end of 1987. 

Operating income climbed 
by 55 pec cent to SFrl35m to 
the year to September 30. 

Financial income, however, 
showed a decline of SFr29m, 
attributed to high interest 
charges, poor returns on 
investments and unfavourable 
exchange rates. 

Restructuring costs 
amounted to SFrSTm and the 


buying of new technologies 
had led to drawings on 
reserves. 

But, Landis S Gyr said in a 
letter to shareholders, these 
extraordinary restructuring 
charges would no longer be 
needed to the near future. 

Incoming orders increased 
by 7.7 per cent to SFr2JS4bn 
during the year. 

Sales are expected to grow 
no faster than last year to 
1990-91 because of recession in 
some key markets. But the 
management said it remained 
confident 


Bass chairman’s pay rises by 45% 


By Philip Rawstome in London 


MR IAN PROSSER, chairman 
of Bass, the world’s largest 
hotelier and the UK’s leading 
brewer, received a 45-5 per cent 
increase in his total pay d uring 
the past year, from £285,610 to 
£415,717. 

The increase reflected, to 
part, the introduction of a 
bonus system for executive 
directors and senior manage- 
ment based on cash flow and 
earnings per share. 

During the year ended Sep- 
tember 30 “an extremely well- 
controlled cash flow" had 
enabled a cut to gearing from 
100 per cent to 47 per cent, a 
company spokesman said. 


Earning s per share grew by 
18 per cent from 92.7p to 109.6p, 
to a year in which pre-tax prof- 
its advanced 15 per cent to 
£535m- 

Mr Prosser also has options 
on 138,000 Bass shares. The 
company's annual report, pub- 
lished yesterday, shows that 
total bonus payments of 
£495,522 were divided between 
Mr Prosser and nine other 
executive directors. 

Five executive directors 
receive total emoluments of 
between £155,000 and £235,000, 
and 441 of the 98,000 people 
employed by Bass now earn 
more than £30,000 a year. 


Mr Prosser, who joined Bass 
as an accountant from Coopers 
& Lybrand In the early 1970s, 
was elected to the board at the 
age of 34 in 1979. 

He became chairman three 
years ago. and last year 
launched the ambitious and 
successful $2bn bid for the US 
Holiday Inn hotel rhaln 

Market fears that the acqui- 
sition would prove a drag on 
Bass’s performance were 
largely allayed by the full-year 
results announced two weeks 
ago. 

London analysts judged the 
year’s performance “sound and 
solid across all divisions”. 


French group 
expects net 
of FFr425m 

SOCIETE Generate 
d'Bntrcprises, the French ron- • 
structiou group 75 per cent . 
owned by Cie G€n6r*Ie des 
Bail*, the water utility, said it = 
expects 1990 attributable net : 
profit will be at least FFftBSra 
($83m) compared with FFBBOm - 

in 1989, Reuter reports; The 1 
company said sales would be 1 
FFr37.75bn In 1990 compared 
with FFr34.64bn to 1989. In 
October, the company esti- 
mated sales of more thah . 
FFrSfibn for 1990. 

-- I 

Skis Rossignol . . 
turns in loss 
of FFrll.97m 

SKIS Rossignol. the French ski ' 
equipment group, has reported 
a loss of FFrllJTm (US®.3m>- 
to the six months to September 
30 against a profit of FFrSMfin - 
to the corresponding bait last L 
year. Turnover was FFr71 1.06m * -- 
compared with FFrB55.09m, , 
Renter reports. 

The company expects a loss- 
of at least FFrlOOm for the Frill " 
year, compared with a previous - 
year loss of FFr9.34m. Last ; . 
month it forecast a l oss of - 
FFrSSm for 1990-91. ■ - ' -*•- 

The fall in turnover was ~ 
mainly the result of unfavoura- 
ble movements in exchange v 
rates in the company's -manT' 
currencies, chiefly the US and ’ 
Canadian dollars and the yen, - 
against the franc. 






Czech airline ; 
names adviser 

CSA, Czechoslovakia^ 
state-owned airline, said yes- 
terday it had appointed JPI 
Morgan as financial adviser tm - 
its proposed privatisation, J 
writes Stephen Fidler. 

Before it is privatised, CSA 
will be restructured along west 
European Hues. Morgan, which' 
was selected from six compet- 
ing banks, will help CSA, to 
restructure and to establish 
value, before entering 
Into talks with foreign inves- 
tors. 

CSA {dans to replace the air- ■ 
craft in its fleet, change its ser- 
vices and seek closer cooptw- 
tion with western airline* , 
including the eventual possibil- 
ity of their taking equity 
stokes in CSA. 
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For business in the east of Germany, WestLB has addresses 
that can make a decisive difference. 


i-.s 


c- •, 
■} . 


DIHB 

Deutsche Industria- 
ls! Handetebank AG 
Umar dsn Linden 26-30 
1080 Berlin 
Telephone: 2/22 87 01 
Telex: 114 127 


WestLB's expertise is now 
available at 10 key locations 
in the east of Germany. 
Through DIHB - the German 
Bank for industry and 
Commerce. 

DIHB is the new banking 
partner for international com- 
panies in the east of Germany. 


A universal bank for corporate 
customers and a joint venture 
of WestLB and DABA, DIHB 
combines in-depth experience 
and excellent contacts in 
eastern Europe with the inter- 
national business expertise 
and service you expect from 
WestLB. From today, DIHB 
branches in the east of Ger- 


many's key business centres 
will provide full corporate 
finance facilities, funding for 
building projects, advice on 
new markets as well as help 
in the search for business 
partners. To acquire business 
in the new Germany, contact 
DIHB and get it right from 
the word „go“. 



WestLB 

The Westdeutsche Landesbank 
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LEEDS PEfMMCK! MDMGSCOETV 

£200,000,000 

Floating Rate Notes Due 1996 

Interest Rate: 14-125% 

♦ 

Interest Period: 

19 December 1990 to 19 March, 1991 

♦ 

Interest Amount per £10,000 
Note due 19 March. 1991: 

£348.29 

♦ 

Interest Amount per £100,000 
Note due 19 Match, 1991: 

£3,482-88 

♦ 

Agent Bank 

Baring Brothers & Co, Limited 


■i: *?;?•:,- 
*5. 


- - - -=r - ;,. -S.v 


U.S. $ 150 , 000,000 

MARINE MIDLAND 
BANKS, INC. 

Floating Rate 

Subordinated Notes Due 2009 



Interest Rate 
Interest Period 

Interest Amount due 
20th March 1991 
per U.S. SI 0,000 Note 
per U.S. $50,000 Note 


8fo% per annum 

20th December 1990 
20th March 1991 


U.S.S 204.69 
U.S. SI ,023.44 


Credit Suisse First Boston Limited 
Agent Bank 


NOTICE OF BVTKBEST BATE 

To the Holden of 
International Bank for 
Reeon&tmetion and 
Development 

Undated US. Dollar Floating Rate Notre 

of 1985 

In accordance with the provisions of 
the Notes, notice is hereby given that 
the above Notes will bear interest for 
the period from December 15, 1990 to 
and including March 14. 1091 at a rale 
per annum or 7.47970189% payable 
on March IS, 1991 In the amount of 
8186.99 in respect of each 810.000 
principal amount of Notes and S4.674.81 
in respect of each 8250,000 principal 
amount of Notes. 

MORGAN GUARANTY TRUST COMPANY 

OF NEw loan. Fhcvri Agent 

Dated: December 20, 1990 


<& 


Nationwide 
Anglia S3? 


S75.000.000 
Subordinated 
Floating rate notes 
due 2004 

Notice is hereby gioen that 
the notes will bear interest 
at per annum from 

19 December 1990 to 
19 March 1991. Interest payable 
on 19 March 1991 will amount 
to 5354.45 per S 10.000 note. 

Agent: Morgan Guaranty 
Trust Company 


JP Morgan 






THE REPUBLIC OF 
TRINIDAD AND TOBAGO 

U.S $50,000,000 Floating Rate Notes doe 199Z 

hereby 8W ,ha / fhe of interest has been fixed at J 

. B p,a ' a . n J; interest payable on the relevant ™ 

wilTb^U.slsSJ £f G ' ® 2 °' 1991 '°9° insl Coupon No. U : 


December 30. 1990, London - ik- 

By^citibonk, NA [CSS I Dept), Agent Bonk CITtBAN«>jtl 
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DOLLAR 
Where Next? 

(’all lur our current Vww» 


CAL Futuna tad 7 

WsHfaafHpuJt: 

SO Victoria Sam 

London .. - 
SWttiON* , 
TH: 071-799231 
ftx.-fl7lTWa.l321 
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Primcrica to buy MNC 
finance unit for $370m 


* kis Rossi 

'» loss 

nf , Fr i i.% 


By Nikki .fait in New York . 

PRDSBBICA.' the OS finatww^ 
services conglomerate, yester- 
day, emerged as the buyer of 
MNG Fjaancial's consumer 
finance subsidiary. Landmark 
Financial Sendees, in a $37Qm 
transaction." 

Landmark specialises in 
fixed- rate, fixed- term property- 
secured and personal loans. 

MNC, '.a . Baltimore-based 

banking concern which owns 

Maryland National Bank,' has 
been attempting to sell a major 
tranche yf its assets - indud- . 
ing its credit card operations — ' 
to improve - its finawrna l posi- 
tion. r-.^ 7 . 

The company said, yesterday 
that it was required to pay off. 
$27im of renewable notes next 


month, pins aftirther 5315m of 
loans to a WHiy syndicate' 
led by Morgan Guaranty. 

The money Raised from the 
Landmark transaction will 
allow MNC to reduce indebted- 
ness by around $374m, but the 
company added that it hoped 
to make further asset sales. 

MNC claimed it was still “in 
active negotiations” oyer the 
credit card unit, although a 
rival plan of setting the busi- 
ness via an initial public offer- 
ing is also still “live”. 

For Prim erica, the Landmark 
purchase comes about nine 
month s after it acquired the 
consumer finance arm of Bar- 
clays American for £L35bn. By 
November 1990, Commercial 


Credit, Primerica’s consumer 
credit arm, had a $5.1bn portfo- 
lio and branches in 37 soles. 

The latest acquisition will 
expand Primerica's coverage in 
the south-east and mid-Atlan- 
tic coast areas, where Land- 
mark has 116 offices. 

In tire deal, Prim erica is 
acquiring $355m of net con- 
sumer receivables plus two 
captive affiliated credit insur- 
ance companies. It is paying a 
premium of around (Tin over 
net tangible assets. 

Not included in th e purchase 
are Landmark’s premium 
finance operation and second 
mortgage businesses. MNC 
said it hoped to sell these sepa- 
rately. 
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t Vcch airline 
names adviser 
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Renault chief nominates MD 


By William Dawkins, in Paris 

MR Raymond LAvy, the 
chairman of Renault, has 
paved the way for his succes- 
sion to, a top job in Preach 
state industry by nominating 
Mr Loins Schweitzer as manag- 
ing director of the government- 
owned auto group. 

Mr L6vy, expected to . retire 
when„hls. three-year term of 
office runs out in May I93t 
picked Mr Schweitzer, 48, from 
among:.; three recently-ap- 
olnted ‘ ‘ deputy managing 


The French President, rather 
than company, chairmen, has 
the final- say on a pt mi n t nuwita 
of the heads of state groups. 

At the 'very least, Mr 
Schweitzer has been placed in 
the running for the' Renault 

chairmanship ft is mtnwial fir 

Renault, Prance’s largest com-: 
pany. in . turnover terms, to 
have a managing director in 


between the chairman and the 
deputies. 

The other two are Mr Phi- 
lippe Gras. who. was promoted 
to his Post in charge of techni- 
cal development as Mr 
Schweitzer became a deputy 
managing director in charge 'of 
finance and ptamrfng in Sep- 
tember 1989, and Mr Patrick 
Faure, promoted to deputy 
managing director in charge of 
sales last week. 

A star product of the elite 
civil service college, the Ecole 
National e d’ Administration. 
Mr Schweitzer was appointed - 
to Renault, his first industrial 
post, shortly after the previous 
right .wing government 
defeated the Socialists in 1966. 

His father, Mr Pisrre-Paul 
Schweitzer, was a head of the 
TntemflHrmai Monetary Fund, 
and bad two famous great 
uncles; the Nobel prize win- 


ning missionary. Dr Albert 
Sc h w ei t z er and the conductor, 
Mr Charles Munch 

Mr Schweitzer presided over 
Renault’s financial recovery, 
which began in 1987 when it 
made its first profit for six 
years, though the group is fore- 
casting a sharp drop in earn- 
ings for 1990. 

He played a big part in nego- 
tiating the alHanra with Volvo, 
the Swedish car maker, one 
result of which has been to 
loosen the state’s close ties 
with Renault, a traditional 
symbol of French policy . 

He was also in charge of 
Renault’s attempt to become a 
partner of Skoda, the Czech 
carmaker, which chose Volks- 
wagen instead. 

TTfke many of France's top 
managers, Mr Schweitzer 
trained in public administra- 
tion. . 


Setback for PepsiCo in Perrier battle 

By William Dawkins In Paris 


FEPSICO r .the US soft drinks 
multinational , hail hit a COstty 
legqj setback to ils at te mp ts to 
regain, control of its French 
malting' from Perrier, the 
mineral water and cheese pro-, 
ducer. , 

Perrier has appealed a Paris 
commercial court decision. 
Issued la st m onth, which g ave 
PepsiCo clearance ltd end-tha— 
French company's contract to 
bottle and distribute Pepsi-Cola 


in France. There are stQl 32 
years to run on the 60-year 
contract. •• 

PepsiCo wants to arrange its 
own distribution to try to haft 
a steady 1066 of the French cola 
market share to Coca-Cola, 
which last year took back its 
own distribution rights from ■ 
Pernod Ricard, the French 
drmks company^- after a long 
legal wrangle - and opened a 
bottling plant in Dunkerque. 


Since last month’s 
legal go-ahead, PepsiCo has 
hired sub-contractors and a 
temporary French distributor, 
to which, it will now have to 
pay penalties- 
The DS group will accord- 
ingly claim "substantial” 
extra damages on top of an 
gristing claim against Perrier, 
■Raid Mr .Stuart Haugen, manag- 
ing director of Pepsi-Cola 
France. 
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Ford, VW 
increases 
denounced 
by Brazil 

By Christina Lamb 
in Rio de Janeiro 

THE BRAZILIAN government 
has declared ‘war’ on the coun- 
try’s powerful motor industry, 
denouncing the two biggest 
producers. Ford and Volkswa- 
gen, for what the finance min- 
ister described as “abusive 

price increases” n mi un-mining 

the battle against inflation. 

Autolatina, tii, hn^jing com- 
pany for the two and Brazil’s 
largest private company, may 
be placed on a government 
blacklist. 

Us Zelia Cardoso told 
reporters that the finance min- 
istry would make a formal 
. complaint to t^ p justice minis- 
try this week. She said: “In the 
past SO days these companies 
have made price increases 
without any justification, 
abusing their economic 
power.” 

She added that the govern- 
ment was studying ways to 
minimise this power and tack- 
ling these price increase 
through moves such as farther 
liberalisation of imports. 

According to Mr Joao Mala, 
the national economy secre- 
tary, these measures include 
trying to end the monopoly of 
Autolatina, which controls 
almost 60 per cent of the mar- 
ket He said: “We intend to 
legally examine the basis of 
Autolatina under anti-trust 
laws”. 

Mr Carlos Roberto Costa, 
spokesman for Ford, said the 
company was surprised by the 
minister’s c omm ents pnd had 
received no formal communi- 
cation. “The first we knew of 
tills was seeing the minister 
on TV,” he said. 

He added: “Today we’re 
making a formal representa- 
tion to the ministry to demon- 
strate that increases in the 
prices of our suppliers and in 
government tariffs made these 
increases necessary.” 

In fact, Autolatina has been 
losing money became of a 7.2 
per cent fall in domestic sales. 
But Mr Maia insisted that 
there could be no justification 
in the companies’ three 
increases of more thaw 50 per 
cent in the past 30 days. 

He said: “These two produc- 
ers are crying about the con- 
traction of the market yet at 
the same time putting np their 
prices-. . . -this can only be an 
abuse of ihetr monopoly.” - 

NCR rejects 
prospect of 
white knight 

By Alan Friedman 

in New York 

NCR. the Ohio computer 
company which is the target of 
a t&lhn hostile takeover bid 
from American Telephone ft 
Telegraph (AT&T), has ruled 
out the prospect of a white 
knight stepping in. 

Mr Charles Bxley, NCR’s 
chairman, told a committee of 
the Ohio Senate on Tuesday 
that his company *is not for 
sale to AT&T or anyone else”. 

He said NCR remained “res- 
olutely opposed” to the AT&T 
bid an d is d etermined to 
remain independent. 

Mr Estep's statement - the 
first time he has explicitly 
ruled out a third party buying 
all or part of NCR - came just 
a day after AT&T increased 
the pressure by launching a 
full-scale proxy battle aimed 
at ousting the NCR board of 
directors at a special share- 
holders’ meeting. 

In recent weeks the NCR 
chief has hinted at “expres- 
sions of interest” fr om third 
party companies that could 
play the role of a white 
fright. But the company said 
that it is not interested in “a 
white knight, or a knight of 
any other colour". 

Mr Exley used bis local sen- 
ate appearance on Tuesday to 
attack what he termed AT&T's 
record of failure in the com- 
puter business. 

“Having lost an estimated 
$2 bn and gained virtually no 
market share, AT&T now 
appears to have thrown up its 
bands,” he said. “It wants to 
Iray* expertise, in the form of 
NCR. The history of failure in 
such mergers has been devas- 
tating.” 

NCR’s linn rejection of the 
bid and the AT&T proxy fight 
appear to set the stage for a 
protracted battle. 

JVC reveals details 
of joint venture 

THE VICTOR Company of 
Japan (JVC), which recently 
agreed to acquire the Holly- 
wood entertainment group 
MCA, is to form a joint ven- 
ture record company in Japan 
with MCA Music Entertain- 
ment, writes Alan Friedman. 

JVC, which is 51 per cent 
owned by Matsushita Electric, 
will hold 2&5 per cent of the 
new venture, to be named 
MCA Victor. MCA Music 
Entertainment will hold SO per 
cent while the remaining 24.5 
per emit will be held by JVC’s 
Victor Hnsical Industries sub- 
sidiary. 
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Natural Gas for Thuringia and Saxony 


: C^ttecpmingyebfs, 

Erdgc^versongungsgeseflschaft mbH, teipzia 

;; a jcSitVeMife erf. : = 

jQas AG, Bohite-EhrenbergA-eipzig 

a network for. natural gas serving mlUions 
and industrial consumers .throughout 
" ahd Sajbny;. improving environmental conditions in the 

v ;sJ . • 

: Ef^^fefsorgungs^seJlschaft mbH wiff invest more than 
.-_OM?50O m&feh iris transport system supplying the natural gas to 
JhuHn^.^i^Saxiw.from 1992 .- ' ■■ 


frtdustrie- 
•bnd Hand&sbank AG; Berlin. 

\[ r ia yyasStB : 3^ldf3i^.j6&irt vemure, . 

*• -* ^ 7! fc£year Investment faeffity amounting to 




• DM 100.000,000. r •. 

;V:£, -.7 • ' V v - '••/'.•'•’ * ‘ • • 


DIHB 

Deutsche Industrie- 
und Handelsbank AG 


New Issue 
December 20. 1990 


This advertisement appeal s 
as a matter of record only. 


African Development Bank 

DM 200,000,000 
9% Bonds of 1990/1995 


Offering Price: . 100%% 

Interest: _ 9% p.a., payable annually on December 20 

Maturity: - - December 20, 1995 

Listing: Frankfurt am Main and Dusseldorf 



DGBANK 

Deutsche Gen rase nachaftsbank 


Amro Handelsbank 

AktfengeseUschaft 

Bayerische Vereinsbank 

Akttengesellschelt 

CSFB-Effectanbank 

Akdengesel Ischaft 

J. P. Morgan GmbH 


Schweizerische Bankgeselischaft 
(Deutschland) AG 


Deutsche Bank 

Akdengesellschaft 


Commerzbank 

Aktiengesellechaft 

Bank of Tokyo (Deutschland) 

Akxiengeselischafr 

BHF-Bank 


Deutsche Girozentrale 
—Deutsche Kommunalbank- 

1MOMURA Bank 
(Deutschland) GmbH 

Schweizerischer Bankverein 
(Deutschland) AG 

Westdeutsche Landesbank 
Girozentrale 


DresdnerBank 

Aktiengesel Ischaft 


Bayerische Landesbank 
Girozentrale 

Credltanstalt-Bankverein 


Generate Bank 


Salomon Brothers AG 


Vereins- und Westbank 

AktienpeseUschaft 


U.S. $200,000,000 

B.B.L. International N.V. 

Floating Rate Notes Due 2001 
Guaranteed on a Subordinated Basis 

as to payment of principal and interest by 



Banqae Bruxelles Lambert S. A J 
Bank Brussel Lambert N.V. 


Interest Rate 
Interest Period 


7 . 8 % per annum 


20th December 1990 
20th June 1991 

Interest Amount due • 

20th June 1991 

per US. $ 10.000 Note U.S.9 39433 
per US. $250,000 Note U.S. $9,85033 

Credit Suisse First Boston Limited 
Agent Bank 


NBZ> BANCORP, INC. 

USSltereMM 

FlaotiBgRal* 

Subon&aaUd 
Notre dt*2N5 

Node* bhtrtbj grre* dtoifor Ac 
iiucrca period 2Qtk Dtconbtr 7990 
re 2Mk Merck. 091 ft* inter** na 
hog boat fixed taB 5.- 9k. icurtxt 
payable on 20lk McfrcM. 1991 u iff 
Mod tti VSX204j&p*r USUOflOO 
Hate. 

Agcols MorgM Gttaruty 
Trust Campon, 

IPMtore 


ALCAN ALUMINIUM LTD 
USD 200 Miirion 
Note issuance Facility 
Dated 15th August 1990 
In accordance with Clause 7 01 the 
Terms and Conditions or the Notes, 
notice is hereby given that the Company 
has elected, pursuant » clause 2 <B) 
of the Notes, to redeem the USD SO 
mdliort Note issued an 31st August 18B0 
maturing on 1st September 1995 at Its 
principal amount on the next Interest 
payment date being 31st December 
1990. 

Swiss Bonk Corp o ra tion 
London 

Reference Agent and Grantors Agent. 


This armouncamont appears as a moBer almond only 


C” TECHNOIMPEX «) — 

TRADING^ CORPORATION 

Incorporated with limited liability 
In the Republic of Hungary 


Private Placing of 
HuF 592,000,000 Nominal 
Equity Share Capital 

The above shares were fully 
underwritten and placed 
by the undersigned. 


CA Investment Banking AG Cazenove & Co 


/ 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries move lower as 
profit-taking dominates 

By Karen Zagor in New York and Deborah Hargreaves in London 


PRICES of longer-dated US 
Treasury bonds tumbled yes- 
terday morning in quiet trad- 
ing as the euphoria triggered 
by Tuesday's news of a lower 
discount rate gave way to prof- 
it-taking: 

The Federal Reserve sig- 
nalled that it had cut its target 
for Fed Funds, the rate at 
which banks lend to each 
other, by arranging SiJSbn in 
customer repurchase agree- 
ments when the funds were 
trading at 7ft per cent. The tar- 
get for the funds is now 
thought to be 7 per cent, down 
from 7 14 per cent. 

But the move was less 
aggressive than the 50 - basis- 
point reduction that some play- 
ers had hoped for, and at mid- 
session the Treasury’s bench- 
mark 30-year bond was down {£ 
at 106& yielding 8.16 per cent 
Profit-taking hit the long bond 

GOVERNMENT 

BONDS 

even before the Fed’s interven- 
tion, when it was off about ft. 
Losses were less steep at the 
short end of the yield curve, 
where the two-year note lost 
only ft to yield 7.16 per cent. 

The market shrugged off the 
mornings’s economic news, 
which showed unexpectedly 
strong gains in housing starts 
for November. The downward 
revision in third-quarter GNP 
estimates, showing annual 
growth of 1.4 rather than 1.7 . 
per cent, had no impact. 

■ THE German government - 
bond market slowed into sea- 
sonal lethargy yesterday as 
traders closed their books 
ahead of the year-end. The vol- 
ume of futures contracts 
traded on Liffe fell to around 


BENCHMARK GOVERNMENT BONDS 



Coupon 
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Data 

Price 

Chanpa 

YMd 

Matt 

ago 

Month 

ago 

UK GILTS 

lasoo 

9.000 

9.000 

09792 

03/00 

10708 

103-02 

90-18 

9009 

4- OS/32 
+08/32 
+ 11732 

11.48 

10.62 

10.18 

11.34 

1049 

IOII 

11.35 

11.20 

10.85 

US TREASURY - 

8.500 

8.780 

11700 

08720 

103-27 

107-02 

-07732 

-10732 

7J» 

8.12 

733 

8.06 

035 
948 ' 

JAPAN No 119 

NO 129 

4000 

6.400 

8/99 

03/00 

88.1055 

98-8243 

-0-045 

-0.058 

7.03 

6.64 

7.09 

6.80 

7.85 

732 

GERMANY 

9.000 

10700 

101.7500 

+0.150 

8.72 

8.70 


FRANCE BTAN 
OAT 

9.000 

8.500 

11/96 

03700 

95£Z71 
92-1 BOO 

+ 0.037 
+0370 

10.16 

9.81 

10.12 

946 

1CL20 

1022 

CANADA " 

10.600 

03/01 

102-2500 

+0-250 

10.14 

10.08 

10-52 

NETHERLANDS 

9.250 

11700 

101-5300 

+0.100 

9.01 

900 

9.14 

AUSTRALIA 

13.000 

07/00 

105.6248 

-0.118 

12.00 

1143 

1230 

BELGIUM 

10.000 

08700 

10CL3000 

+0.150 

9.83 

9.07 

9.72 


London closing, ‘denotes New York 
Yields: Local market standard 


morning session 

Prices: US. UK In 32nda.. otters in decimal 
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17,000 - almost half the 
amount that usually changes 
hands - as the market reacted 
almost exclusively to news 
from the US. 

Cash prices for bunds were 
fixed 10 to 15 pfennigs higher, 
with the benchmark 9 per cent 
issue at 101.14 to yield 8.69. 
Traders expect to see the mar- 
ket stuck in a narrow range 
which could lead to switching 
between old and new issues in 
the run-up to the holiday. 

The traditional New Year 
auction of bonds scheduled for 
December 27 could sell fewer 
bonds than usual, some traders 
believe. Given the proliferation 
of German paper in the mar- 
ket, the Bundesb ank could 
restrict the bond sale to DM4- 
DM8bn rather than the usual 
DMi2bn. 

■ PRICES for Japanese gov- 
ernment bonds continued to be 
strong, but fell back from their 
highs in later London trading. 
In Tokyo, the yield on the key 
119 bond dropped to 6.91 per 
cent as rumours of a cut in the 


official discount rate by the 
Bank of Japan gained steam 
from the easing of rates by the 
US Fed. 

However, many London ana- 
lysts are more sceptical of a 
move by the Japanese bank, 
and do not expect it to do any- 
thing before February. The 
bank would not want to be 
caught out by a Gulf war and 
soaring oQ prices, they argue. 
The yield on the 119 rose to 
7.05 per cent in London as ana- 
lysts pointed to the vulnerabil- 
ity of Japanese bonds. 

■ IN THE UK, gilt-edged secu- 
rities saw a slight rise in price 
early in the day on the back of 
the cut in US rates, but prices 
edged downwards for the rest 
of the day. Most analysts 
believe the UK market is ready 
for a downswing after its 
recent strength. 

The price for the long bench- 
mark bond maturing in 2003/07 
was slightly up an the day at 
107ft, after opening at 107& and 
making early gains. The yield 
on the bond was 10.61 per cent 


Bout of selling hits Eurodollar sector 


A BOUT of yearend selling hit 
the Eurodollar sector of the 
international bond market yes- 
terday. as Investors took prof- 
its following the recent rally in 
dollar bond prices, writes 
Simon London. 

Traders reported an unusu- 
ally active days’ business, with 
selling pressure across the 
yield curve. At most maturi- 
ties, spreads over US treasury 


paper widened by around two 
basis points. 

However, many Eurodollar 
bond issues now stand at very 
wide sineads by historic stan- 
dards. This could attract 
money into the nun-fent in the 
New Year. 

Yesterday's decision by the 
US Federal Reserve to cat the 
discount rate to 6.5 per cent 
should cause the Eurodollar 


yield curve to steepen as yields 
foil at the shorter maturities. 

In the primary mar kpt, the 
yen sector once again provided 
the only new issue of the day. 
Interfinance Credit National 
launched a Y&Sbn issue lead- 
managed by LTCB, with a com- 
plex fixed/floating coupon 
structure and redemption 
linked to the Nikkei stock 
market index. 


Bonds draw 
foreign cash 
back into 
Germany 

By Katharine Campbell 
in Frankfurt 

FOREIGN investors have 
returned to the German gov- 
ernment bond markets in 
recent months. Many are refay 
gees from falling interest rates 
elsewhere, attracted by the 
strength of the D-Mark, 
according to the Bundesbank’s 
December report released 
today. 

Stared away early in the 
year by the fear of the run- 
away cost of German unifica- 
tion, foreigners sold large por- 
tions of their holdings, becom- 
ing net sellers of German 
securities worth DM6.7bn 
between March and June. This 
considerably added to the 
upward p res sure on yields. 

However, between July and 
October overseas investors 
bought a net DM6.8bn of 
bonds at a time when they 
were net sellers of DM4.6bn 
of equities in the aftermath 
of the Iraqi invasion of 
Kuwait 

While the gravity of the 
budget financing problem was, 
if anything, deepening - hard 
numbers were replacing gen- 
eral anxieties — the pa rlous 
state of the dollar and the 
potential for the D-Mark were 
be ginning to make rising Ger- 
man bond yields relatively 
attractive. Foreign interest, 
while not actually pushing 
yields down, may have helped 
to stabilise the market at a 
time of domestic nervousness. 

In the same period, a farther 
DHSJbn of foreign funds were 
attracted via Schuldschelne 
(promissory notes), largely 
paper Issued by the German 
Unity Fund and the pre-unifi- 
cation east German govern- 
ment. 

In today’s report, the Bund- 
esbank points out that the 
latter - privately placed 
and, unlike bonds, capable of 
being tailored to the needs of 
foreign investors - can be a 
useful tool for tapping fresh 
sources of finance at a time of 
heavy central funding require- 
ments. 

The central b ank has issued 
a series of stem warnings to 
the Bonn government concern- 
ing the dangers of the bur- 
geoning public sector deficit, 
currently nfUriaiiy estimated 
at DMl40bn for 199L 


Wall St yields to Deutsche Bank 

Patrick Harverson and Katharine Campbell on a bank s US ambitions 


T HE ascension of Deut- 
sche Bank to the statue 
uf primary dealer in US 
government securities repre- 
sents the end of a patient two- 
and-a-half year campaign by 
Germany’s biggest bank. 

Since August 1988. when 
Deutsche submitted its applica- 
tion to the Federal Reserve 
Bank of New York, it has been 
lobbying for membership of the 
elite group of companies 
allowed to deal in Treasury 
bonds directly with the Fed. 

That Deutsche had to wait so 
long was not a reflection of its 
own abilities to operate effec- 
tively as a primary dealer, but 
a by-product of a much bigger 
issue: rec i p ro c ity between the 
US and Germany. 

Until the middle of this year, 
German government bonds 
were issued according to fixed 
quotas through a consortium 
of predominantly German 
banks. American and other for- 
eign banks were largely 
excluded. 

However, the Bundesbank 
has, for some time, been keen 
to deregulate issuing pro- 
cesses. SSnce July it has been 
experimenting with auctioning 
a portion of issues, giving 
greater flexibility and access. 


without dispensing completely 
with the German consortium 
- although commissions have 
also been reduced. 

The changes introduced by 
the Bundesbank have been 
welcomed by the US regulatory 
authorities. And in the Trea- 
sury department's report into 
the treatment of US companies 
in overseas financial markets, 
Germany was given a clean bill 
of health on the issue of reci- 
procity. 

That was the signal the Fed 
had been waiting for and, a 
week ago, Deutsche was named 
a primary dealer. Mr Christian 
Stronger, managing director of 
Deutsche Bank Securities in 
New York, readily accedes that 
the changes introduced by the 
Bundesbank helped their case. 
“We feel the start-up of the 
auction system helped in the 

Fdd’s appraisal." 

Bankers in Frankfurt also 
believe that Deutsche’s keen- 
ness to operate in the US 
smoothed the transition to the 
new German system, which 
was hotly contested by many 
indigenous German hanks wor- 
ried about losing a large source 
of fee Income. 

Although Deutsche 
expressed delight at the Fed’s 


decision to name it a primary 
dealer, it is taking up the role 
at a time when the bond mar- 
ket is in a trough. In the put 
year alone, five firms - Wertn- 
3m Schroder. Westpac Poloc. 
Midland Montagu, Drexei 
Bur nham and the Bank of New 
York - have abdicated then- 
primary dealer status. In 1989, 
two of the UK’s big clearing 
banks, National Westminster 
and Lloyds, also threw in the 

toweL 

W hat drove out most of 
these firms - and 
what puts a question 
mark over the ability of Deut- 
sche to thrive as a primary 
dealer - is the intensely com- 
petitive nature of the bond 
market. The expansion in the 
nnmhor of primary dealers to 
recent years — Deutsche will 
bring the total to 41 - led to a 
dramatic narrowing of spreads 
as more firms fought over less 
business. 

Consequently, margins were 
squeezed and profits plunged. 
A recent report by the Fed 
found that little more than half 
the primary dealers were mak- 
ing a profit on their govern- 
ment bond operations during 
the first 10 months of the year. 


So how does Deutsche expect 
to benefit from its new role in 
New York? Mr Stronger con- 
cedes the spread on Treasuries 
is somewhere between “0 and 
ft”, and that the profitability of 
the market leaves a lot to be 
desired: but he says the bank 
has different rratsons for seek- 
ing dealer status. 

“We see it as a very impor- 
tant cornerstone in our inter- 
national capital market activi- 
ties," he said. As one of the few 
remaining key houses to the 
primary market, our operation 
would not be complete without 
a front scat in the largest bond 
market in the world. Every- 
thing Is priced off Treasuries, 
and so it Is difficult to have a 
firm grip if you do not see the 
flows from the inside." - 

Deutsche will also benefit 
from access to a whole range of 
financial institutions which, as 
a matter of policy, do not con- 
duct business with firms that 
are not primary dealers in US 
Treasuries. 

One of the requirements for 
dealer status is that the firm 
secures at least 1 per cent of 
customer business in the Trea- 
sury market, a figure Deutsche 
has comfortably exceeded for 
at least 12 months. 


Credit Local enters 
US municipal market 


By Tracy Corrigan 

CREDIT Local de France, the 
French municipal financin g 
agency, is entering the US 
municipal bond market. It will 
spec ialise in credit enhance- 
ment, and possibly direct 
loans, for infrastructure financ- 
ings primarily to the public 
sector. 

Yesterday, CLF issued its 
first letter of credit, for a $55m 
issue of variable rate demand 
notes due 2010 for the Town of 
Babylon Industrial Develop- 
ment Agency, via Donaldson. 
Lufkin & Jenrette. The five- 
year letter of credit, subject to 
annual ren ew a l, covers liquid- 
ity as well as credit. The notes 
will be rated Triple-A by 
Moody's, and carry the top 
liquidity rating, VMIG1. 

Investors have become 
increasingly concerned about 
credit quality, particularly 
after a weakening of some US 
municipalities’ credit ratings. 


This is forcing more municipal- 
ities to seek some form of 
credit enhancement, either 
from a letter of credit or from 
insurance. 

The lAtwting specialist munic- 
ipal bond insurer. Municipal 
Bond Insurance Association, is 
4.7 per cent owned by Credit 
Local. The two mrnpmiftg will 
be working closely, according 
to CLF. 

A number of triple-A rated 
European banks, such as 
Union Bank of Switzerland, are 
already active in the US 
municipal bond market Over 
SlOObn of municipal bonds, 
which are tax-exempt for US 
investors, are Issued every 
year. 

With a strong capital ade- 
quacy position and a AAA 
credit rating. Credit Local 
hopes that bonds supported by 
its letter of credit will be 
among the best performers. 


US corporate issues 
down 30% in quarter 


By Simon London 

CORPORATE bond Issues to 
the US debt market fell dra- 
matically to the fourth quarter 
of this year, contributing to the 
first annual decline in bond 
issues since 1967. 

Corporate bond issues foil by 
29.7 per cent during the last 
three mnnths of this year, com- 
pared with the same period to 
1989, according to provisional 
figures from IDD Information 
Services. 

For the year as a whole, 
830l.4bn of corporate bonds 
have been issued in the US, a 
decline of 2£ per cent on last 
year. 

The biggest annual drop to 
new issue activity was by 
industrial companies, where 
the amount raised in the mar- 
ket fell by almost a third com- 
pared with last year. 

The only economic sector to 
register a gain was financial 
services, including banks. 


where bond issues rose from 
$ 210 . 8 bn to $226. 8bn - a rise of 
7.8 per cent. 

The decline to bond Issuance 
has also hit at the underwrit- 
ing fees earned by the top 
Investment banks. Some of the 
most profitable business, such 
as junk bond financing and 
equity offerings, have been 
hardest hit during the past 12 
months. Increases to some 
areas, such as asset-backed and 
mortgage-backed financing, did 
not take up the slack. 

Total underwriting foes fefl 
by 40 per cent to $l-9bn to 1990. 
against $3.1bn in 1989. 

Merrill Lynch tops the 
league table of banks active in 
the US bond market once 
again, managing $53.5bn of 
bond issues or 17.7 per cent of 
all new issues. Goldman Sachs 
was the second most active 
firm, and Salomon Brothers 
third. 


LONDON MARKET STATISTICS 


FT-ACTUARIES SHARE INDICES 


® The Fina n cia l Times Ltd 1990. Compiled by the Financial Times Ltd 
i" conjunction with the Institute of Actuaries and the Faculty off Actuaries 


EQUITY GROUPS 
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Figures in parentheses show number of 
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CAPITAL GOODS (196) 

Building Materials (26) 

Contracting, Construction (34) . 

Electricals (10) .. 

Electronics (26) 

Engineering-Aerospace (8) 

Engineering-General (48) ........ 

Metals and Metal Forming (8) . 

Motors 03) 

Other Industrial Materials (23). 

CONSUMER GROUP 078) 

Brewers and Distillers (22) 

Food Manufacturing (19) 

Food Retailing (16) 

Health and Household (18) 

Leisure (32) 

Packaging & Paper (12) 

Publishing & Printing (13) 

Stores (34) 

Textiles (12) 

OTHER GROUPS (1051 

Agencies (14) 

Chemicals (24) 

Conglomerates (13) 

Transport (15) 

Telephone Networksti) 

Water! 10) 

Miscellaneous (26) 


Wednesday December 19 1990 


Index 

Ho. 


72733 

980.79 

11137.82 

11943.48 

41559.01 

402.03 

36833 

40427 

299.88 

11268.02 
1238.51 


161539 

1040.99 

$2575.71 

[1221.87 

524.88 

42985.95 

786.64 

408.19 

1102420 

926.93 

41075.72 

41307.64 

192231 

1180.75 

.0170.74 

I160L16 


Oafs 

Change 

% 


+0.9 

+1.4 

403 

+0.9 

+0.7 

+03 

+ 0.6 

+03 

+ 2.0 

+0.7 

+0.7 

+0.9 

+0.9 

+0.5 

+03 

+ 1.0 

+ 1.2 

+12 

+ 1.0 

+ 0.6 


+1.4 

+0.7 

+ 0.6 

-0.7 

+ 0.8 


INDUSTRIAL GROUP (479) [1048.15 


£ j 


+0.7 


Oil & Gas(21). 


+02 


500 SHARE INDEX (500). 


FINANCIAL GROUP (102). 

Banks (9) 


Insurance (Life) (7) 

Insurance (Composite) 16).. 

Insurance (Brokers) (8) 

Merchant Banks (7) 

Property (44) 

Other Financial (2D 


Investment Trusts (70) . 
Overseas Traders (5) .... 


ALL-SHARE INDEX (677) . 


FT-SE 100 SHARE INDEX* .... 


1153.01 


720.61 

759.18 

129939 

63029 

100801 

355.79 

964.43 

25525 


1015.18 

1188.95 


1046.13 


Index 

Ho. 


2178.7 


+ 0.6 


+12 

+ 2.0 

-03 

+ 1.6 

+1.7 

+ 0.6 


+0.4 

+0.6 


+0.7 


Bar's 

Qange 


*16.9 


Est 

Earning! 

YleW% 

(Mol) 


14.62 

14.69 

16.43 

14.46 
1025 

16.70 
15.77 
22.48 
16.65 
13.29 

9.94 
10.08 
1L15 

9.71 

6.94 
1236 
12.23 
12.04 
10.85 
1427 

12.44 

11.47 
1238 

13.47 
1334 
1133 
14.43 

11.70 


11.73 


9.63 


11.41 


2122 ' 


731 

5.48 

7.17 

10.81 


12.01 


Day's 
High la) 


21793 


Grass 
Dir. 
Yield% 
(Act at 
(25%) 


636 
623 

7.07 

637 
532 

6.07 
6.96 
831 
8.02 
6.45 
4.19 
3.85 
4.75 
325 
2.94 
5.47 
633 
635 

4.64 
8.70 

5.64 
3.62 
6.27 

7.65 
534 
428 
6.45 
5.55 


5.16 


5.49 


5.21 


6.65 

7.63 

5.91 

6.78 
6.42 

5.78 
536 
7.11 


3.96 

7.77 


5.40 


Par's 
Low lb) 


2165.4 


Est 

P/E 

Ratio 

(Net) 


835 

838 

7.91 

8.46 

13.00 

738 

735 

5.49 

7.00 

8.70 

1230 

1221 

1L05 

13.45 

17.08 

9.98 

10.03 

10.40 

1L97 

B.99 

9.72 

1036 

938 

8.84 

9.08 

11.48 

7.82 

9.93 


10.45 


13.56 


1022 


• 6.17 


17.45 

2435 

18.87 

11.70 


9.92 


Dec 

IB 


216L8 


1990 
to date 


3531 

45.71 

5938 

9922 

6L02 

17.27 

19.28 

25.45 

17.45 
62.67 
38.20 

42.93 
3427 
64.97 
5928 
48.00 
2432 
140.95 
25.73 
27.62 
3534 
25.06 
51.96 
45.14 
79.19 

27.94 

68.12 

66.29 


37.64 


95.42 


42.32 


35.36 

43.40 

55.82 

32.08 

4839 

15.48 

35.10 

14.00 


2938 

70.90 


40.20 


0k 

17 


2157.9 


Tue 

Dec 

18 


Index 

No. 


72L17 

966.78 

113267 

1926.78 

1548.10 

40022 

36622 

403J6 

294.06 

125918 

123028 

1601.81 

104136 

2297.05 

256423 

1217.94 

519.72 

295135 

777.68 

404.00 

101837 

92715 

1075.21 

128915 

190936 

117413 

218712 

158727 


104L14 


2316.97 


114608 


71210 

743.95 1 

1305.90 

62032 

990.99 

35620 

978.48 

25532 


1010.72 

118235 


1039 j03 


0k 

14 


2168.4 


Mon 

Dec 

17 


Index 

No. 


722.69 

973.97 

1137.77 

1923.77 
1555.47 

401.90 

365.47 

40L16 

29253 

1259.43 

122937 

1588.65 

1039.76 

229239 

256938 

121832 

51930 

296339 

78138 

40249 

1015.75 

93310 

1067.46 
129531 
189756 
1170.98 

2165.47 
158233 


104035 


229656 


114381 


713.84 

75168 

130931 

61784 

97335 

35662 

97618 

254.86 


1013.67 
1169 64 


1037.71 


Ok 

13 


21723 


Fri 

Dec 

14 


Index 

No. 


72697 

96388 

114413 

1920.07 

1559.96 

40231 

36885 

40133 

294.4B 

126838 

123244 

159117 

103935 

228652 

2573.77 

122136 


523.28 

2971.70 

789.60 

40287 

102061 

929.29 
1073.64 
1318.08 
1921.40 
116277 
2166.86 
159539 


1044.47 


2287.22 


114694 


72656 

77480 

131835 


62939 

975.72 
35651 

986.73 
25539 


102025 

1172701 


10429Q 


Dec 

12 


21569 


Year 

ago 

(approx) 


Index 

No. 


900.42 

107206 

146887 

2634.28 

190084 

0.00 

0.00 

473.78 

37539 

1724.63 

1311.24 

1528.25 
1141.97 

2281.64 
268382 
165248 

348.99 
378785 
78654 
51738 
117182 
154883 
12Z734 
1609.68 
2268.93 
1205.22 
080 
1920.71 


117980 


239858 


1280.69 


841.59 

85759 

1423.95 

74020 

1146.10 

47175 

122580 

MM. 


1283.49 

1523-00 


11761Q 


Year 

JE. 


2360.7 


FIXED INTEREST 


PRICE 

INDICES 

Wed 

Dec 

19 

Day's 

chan* 

Tue 

Dec 

18 

xdadj. 

today 

xdadj. 
1990 
to date 


British Soremnat 






1 

Up to 5 years 

118.60 

40.13 

118.94 

0.49 

12.54 

2 

5-15 yean 


+0.24 

127.91 

0.21 

13.63 

3 

Over 15 years 

131.69 

4033 

131.26 

- 

11.90 

4 

Irredeemables... 

148.44 


148.44 

- 

13.70 

5 

All stocks 

126.97 

40.20 

127.01 

0.30 

13.25 


Index -Linked 






6 

Up to 5 years 

156.66 

-0.05 

156.94 


3.04 

7 

Over 5 years 

144.15 

-0.06 

144.22 


3.82 

8 

All stocks 

144.98 

-0.05 

145.06 


3.75 

9 



40.12 


- 

1135 




40 17 

73.96 


6.66 









AVERAGE GROSS 
REDEMPTION YIELDS 


18 


British Gmnaaent 


Low 

Coupons 

Medium 

CngwiB 

High 

Cotqwos 

Irredeemable 


5 yean 

15 years. 

25 fears. 

5 years. 

15 rears 

25 years.- 

5 years. 

15 years 

25 yearn. ... 


Ifldo-Uafced 
Inflation rate 5% 
Inflation rate 5% 
Inflation rate 10% 
Inflation rate 10% 


Upto5yrs. 

0*er5yrs. 

Uoto5yn. 

0rer5yrs. 


Ms& 

Law 


5 years.... 
15 years.... 
25 yean.... 


Preference. 


Wed 

Dec 

19 


9.82 

10.13 

10.15 

10.97 

10.46 

1038 

11.08 

10.64 

10.42 

1033 


4.02 

4.15 

2.64 

3.96 


1253 

1233 

1213 


12.77 


Tue 

Dec 

18 


9.83 

10.16 

10.13 
11.02 
10.49 
1030 

11.13 
10.66 
10.43 
1033 


3.99 

435 

260 

3.95 


1263 

1237 

12.14 


1279 


Year 

ago 

I UpotoxJ 


10.15 

933 

9.45 

11.03 

9.% 

9.62 
11.18 
1036 

9.75 

9.63 


3.81 

339 

288 

3.41 


1333 

1251 

12.04 


1080 


Saturday Issues A list of constituents h available hum the Publishers, The Financial Times. Nur 
15g. by post 35p. YEAR EHB RECLASSIFICATUfflSs 48 changes are tabulated on page IB of the 


Decern lw 10th Issue of tbe Financial Times. 


RISES AND FALLS YESTERDAY 


British Funds. - 

Corporations, Dominion and Foreign Bonds. 

Industrials 

Financial and Properties. 

Oils. .. 

Plantations. 

Mi nes . 


Totals .... ~ ...... 


Rises 

Falls 

Same 

59 

14 

13 

5 

0 

16 

325 


1.032 

158 

68 


14 

28 

51 

1 

0 

9 

27 

22 


75 

55 

86 

664 

392 

1.834 


LONDON RECENT ISSUES 


EQUITIES 


Price 


100 

240 

240 

{100 

240 

240 

240 

240 

240 

t 

t 

£2400 

240 

4100 

240 

240 

240 

SO 

t 

240 


Antal 

PM 

to 


F.P. 

F.P. 

100 

100 

F8. 

F.P. 

100 

F.P. 

too 

too 

100 

100 

F.P. 

F.P. 

ion 

too 

FP. 

F.P. 

100 

100 

100 

FP. 

F.P. 

FP. 

100 




Date 


1990 


HI* Los 


100 

£ 

4* 

pa 

% 

n 

_ 53 

Kuoo 

152 

96 

23 

m 

158 

157 

45 

U 

126 


97 
28 

141 
140 

98 

3 

UB 

14 

159 

137 

139 

146 

8 

„ 31 
£1450 

139 

66 

16 

159 

144 

142 
38 

5 

109 


173 |152* 


Sock 


tterfgrth Smaller Co 

Do. W^TlflO 

East MkDanfe Bed. 50p_ 

Eastera Etet. 50p 

4€Jdosl00 

FWaaGnaplp 

LeedM Dcd. 50o 



M Maris Eta. 50# 

Itartnon Elect 50p 

NcawttSOp _ 

tftiranwJK2*p _.J 96 

+Pdh*20p 33 

fcg.Eka.Ai.Unll 

‘Vrmail 50p 

SsuRbCos. toi.ToSOp _ 

Da Warrens 

So*li Wales Eko.afc_.. 
SouhWBtmiEJeaSOp. 

Season Elea. 50p 

Trio ter. TsL._.__ 

De. Warns 

UtfcMilOp 

YoinMfr Ewd. 50p 


Hr 

Oh 


R15.04 

R14.45 


814.9 

fLO 

8160 

105.04 

Rlfc-23 

R15A3 


814.76 


815.96 

R152 

814.45 


IMP 

103.44 


Cor'd 


YMhMJO 


68 


102 

108 


95 

45 

83 

107 


10.9 


9.4 

LL0 

107 


FIXED INTEREST STOCKS 


issue 

Pries 

taoal 

Paid 

Last 

BtnuK 

1990 

Stott 

CWng 

Prta 

+ ar 

£ 

op 

Date 

K3 

Lot 


t 


» 


_ 

86 

68 




F.P. 

- 

Wtoetlrd Top 12 k & U*. la 2005.... 

few Waiter CotiiI 13k c> Cap 6d 


+5 

A 

P/P 

F.P. 

29/11 

28/9 

3H? 

UMp 

32*p 

30* 

« 

f&reenacre Croat C*- Rd.Prf.70p 

CraiaradSaarMa 8 k Cals 2000 

381a 


lOOp 

ISQd 

F.P. 

F.P 



teiftt&ColOT 95pc & 8* 2005 

rr era* io*k&». p*. 1997 . 


¥ 

xod 

lOOp 

FJ*. 

- 


iOU 

IesotCaltjf%cCw.CaaBd.2ttH — 

im 

m 

50p 


loop 

FP. 

- 

105p 

«3P 

pjrtw6raw9.375KCn.PT 



RIGHTS OFFERS 


Price 

P 


Amu* 

FM> 

V 


Date 


MW LOT 


Coned Techs. 10o 

Enl Iter Groep 50 

JSsduntMjfL^ 

BwbUiW 


CM* 

Price 

D 



taadee I nnr v eial wrtn*. M Wridend and rWdtaad o» pressed* or otter official estimates tar 1990 . 

DMdml and iteu based ea pmgRU or otter afflddetlnaui wl989f90. Q Gross. 8 Forest maalbed 

dhidadOTnr and fit ratio based oa pnxpoda or otter offldal (Attars. W Pro Foma (fere. ? tart far into. 
4 Offered to Wdm of enflrwy stores as a “ritttf* t Wrtadl*. S Placing price. It aSwdKVKsj 


KcsUies mart*. » TTUrd Ibrita. 4 tend U conwtJea i 




TRADITIONAL OPTIONS 


• First Dealings Dec. 17 

• Last Dealings Jan. 4 

• Last Declarations March 27 

• For settlement April 8 

For rate indications see end Of 
London Share Sendee 


Calls In Acs is, Berisford tnti., 
Fdrd Sellar Morris Props., Kunlcfc 
and Meekatharra. Puts In R>rd 
Seller Morris Props., Lu Service 
and Shandwtck. 


LONDON TRADED OPTIONS 


Futures and options market 
continued to trade actively yester- 
day as investment institutions 
used the derivatives sectors to 
dress up their portfolios for (he 
year-end, which will in. many 
cases, effectively arrive at the 
close of business today. 

The premium on the FT-SE 
December futures contract shrank 
to 14 points, covering the fair 
value premium by only a few 
points. Traders saw further evi- 
dence that interest is turning 
towards the March contract, 
which will taka over the running 
on the first day of the New Year. 

There was speculation on pros- 


calls Pins 


AIM tins 460 36 57 65 5* 15 19 

(•485) 500 13 33 41 22 30 35 

550 3% 15 - 68 70 - 

AS DA 110 12 17 - 2 5 - 

<1191 120 6 U 16 6 9* 12 

130 3 7 11 13 16 17 

SrtLAkw*! 130 19 25 27 lJj 5 7 

(146 > 140 12 17 20 4 9 12b 

160 3 9 U 16 18 23 

SnKI 8ee- 

dni HO 18 98 115 2 ID 15 

(4684 ) 600 37 62 80 10 23 30 

650 12 33 S3 37 47 55 

Boats 300 32 47 54 3* 8 10 

(•327.) 330 13 28 34 12 18 22 

360 3 14 21 34 36 38 

B.P. 300 38 46 53 2 6 6 

«33> 330 13>a 86 34 8 14 18 

360 4 14 21 29 31 34 

BrtUttSted 110 11 16 IB*? 1<2 3fe 6* 

l*U9 ) 120 4 9 12 66 7^ 10 

130 2 5 7 1313«, 17 

Bass 1000 87 130 150 7 20 28 

1*1072) 1050 50 95 120 20 35 45 

1100 25 67 87 45 60 70 

C A Wire 420 48 66 76 5 11 16 

("458 1 460 17 40 S3 16 25 32 

500 6 21 33 <7 49 57 

300 48 61 66 1% 4% 8 

300 23 38 45 7 12 17 

360 8 22 27 23 26 32 

cbm. Union 460 40 51 60 6 18 21 

N90) 500 13 27 40 23 32 41 

550 1>I 7 - 66 73 - 

6KN 300 39 44 50 4 14 15 

(*333) 330 16 W 32 11 24 ZB 

360 5 12 20 32 « 40 

Grand 14 k. 600 76 88 107 5 13 19 

<*671 ) 650 » 51 73 18 29 37 

700 7 1 ! X - 55 SB - 

LCL SO » 100 llfl 8 29 37 

C914 ) 900 41 65 82 22 50 60 

950 19 38 60 48 78 89 

Wktar 330 43 59 - II, - 

1*368 ) 360 23 39 48 9 U 23 

590 7«, 26 32 26 30 38 


LMtottt 240 Z3 32 39 4>g 9 13 

(*354 ) 260 10 ZZ 27 12 19 25 

200 4 12 IS 28 32 H 


Lad Star 
FS37 ) 

H & S 

1*24 ) 

SIT 

F322 I 

Sitetay 

«*308) 

SMI Tbs. 
(■461 1 

SMm 

(*113 ) 

Trefalga 
(“195 1 


500 45 65 75 4«j 11 18 

SO 14 35 43 2 30 38 

220 12 23 2 6 1012b 

240 5 12 17 20 2 24 


300 

330 


22 22 2 % i i 

1 1 1 14 14 14 


460 16 2 45 
14 S 


500 31* 

no 

120 


13 2b 30 

«5 » » 


8 16 18 5 8 10 

3 9 13 12 14 16 


180 20 3Z 32 5 U 20 

200 9 22 24 15 22 29 


300 29 36 42 3 9 12 

1*321 ) 330 8 17 25 15 24 86 


pacts of an early cut in. British 
Interest rates in the wake of the 
half-point cut overnight In the US 
Federal discount rate, but trading 
died away towards the close. ■ 

The options market lacked fea- 
tures. and much of the trading 
focused on the expiry of tbe 
December options. Total business 
for the session was 30,106. 
against 27.131 in the previous 
session. 

Interest in the FT-SE Index was 
was down to 4»8S7 contracts from 
the 5£46 of the previous session. 
Once again. British Gas call 
options were in demand, taking 
Gas to the top of the actives list 


as institutions continued to see a 
cheap substitute for the newly-pri- 
vatised electricity issues. 

Abbey National options also 
featured towards the fop of the 
list, with 3£22 contracts turned 
over. Pilkingfon. the UK glass 
maker, sprang to life, with 1,554 
cont racts traded as news .that 
BTR has slightly raised Hs stake 
In the company revived prospects 
tor a bid for Fllklngton. 

Other actives option contracts 
included Amstrad (1,329). THF 
(1,318), and Seam (1.231). Glaxo, 
still unsettled by comparisons 
with Astra. Its Swedish rival, 
traded 1,041 contracts. 


CALLS 


Pins 


MILS 


pins 


mrn 


Jm 

tor 

M 

Jm 

tor 

Jal 

OptiM 


BK 

Mar 

Jaa 

Bk 

■* 

Jaa 

IMIwr 

(60 

54 

77 

92 

7 

16 

32 

Anntrad 

60 

5 8*12* 

* 

3h 

7 

(*6971 

700 

20 

4b 

62 

24 

37 

44 

f*65 ) 

70 

1 

3* 

8 5* 

9* U* 

UHrarav 

300 

a 

40 

48 

4 

10 

13 


360 


25 

32 

_ 



(*3Z1 ) 

SO 

20 

22 

31 

16 

25 

36 

C*J6l) 

390 

- 

U 

a 

- 

47 

52 









Hoc Ode 

200 

a 

32 

34 

* 

7 

12 

tottaa 


j*i 


■ay 

Jaa 

■at ■« 

1*219) 

22D 

* 

18 

23 

3 

34 

22 

EkcPta 

1500 

80 

135 

180 

45 

60 

60 

BritJtt Gai 

220 

14 

TO 

29 

* 

5* 


(*£1323) 

1580 

55 

100 

145 

/0 

90 

95 

PZ34) 

240 

1 

9* 

17 

7 

14 

17 

Eastern Eke 
(1«3I 

M0 

160 

8* 

2 

M 

6 

19 

9 

5 

19 

6 

20 

8 

a 

DtaatJ 

(138) 

130 

140 

9 

* 

17 

11 

23 

17 

1 

3 

7 

12 

10 

IS 

SooHmBs 

140 

U 

17 

a 

4 

6 

8 









£146) 

160 

3 

7 

u 

16 

17 

18 

SUM 

800 

46 

82 

110 

1 

20 

27 








P845) 

tfiO 

1* 

48 

80 

57 

37 

7 

40 

17 

34 

4 1 

epta 


Ftt Mar tog 

Ftt War to| 

HwterSMi. 

(M41) 

420 

460 

47 

30 


27 

e 

Brit too 
(*532 ) 

500 

550 

52 

22 

65 

36 

80 

S3 

12 

33 

24 

47 

a 

25 

3 

23 

8AA 

(MM) 

390 

420 

38 

20 

58 

39 

64 

47 

8 

20 

13 

a 

a 

33 

Wlfadowa 

1*255) 

240 

260 

17 

1 

29 

18 

3) 

24 

1 

7 

7 

15 

12 

20 

BAT teds 

550 

68 

84 

98 

9 

20 

23 

Into 

200 

17 

24 

29 

1 

10 

12 

(•599 ) 

600 

32 

50 

65 

a 

37 

40 


21£ 
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" 


3 

- 


BIV 

330 

22 

30 

41 

12 

a 

24 

MWtaid Bk 

200 

2 

16 

20 

3 

16 

75 

1*336 ) 

360 

9 

16 

V 

30 

38 

40 

(*200 > ■ 

2a 

1 

7 

15 

23 

30 

37 

BriLTekcooi 

ao 

19 

31 

37 

8 

11 

14 

RhjUts 

650 

25 

75 

105 

4 

48 

M 


300 

6 

a 

23 

18 

21 

23 

(*670) 

700 

2 

a 

83 

33 

75 

90 

CadtorrStt 
1*327 ] 

300 

330 

39 

18 

43 

a 

53 

35 

4* 

14 

10 

23 

13 

a 

R. Ram 

n&2) 

160 

180 

3 

* 

15 

7* 

17 

9* 

1 

19 

10 

22 

13 

23 









Star. 

80 

6 

10 

13 

1 

4 

7 

Gutooes. 

750 

62 

BZ 
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15 

a 


t*flb ) 

90 

1 

3* 

B 

3 

9 

13 

P7B5J 

SEC 

800 

33 
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55 

75 

37 

47 

52 

TRF 

240 


23 

31 



12 

160 

2B 

31 

3 

4 

7 

C254) 

260 

1 14* 

20 

B 

14 

72 

PUB > 

180 
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engineering company 
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SOGELERG 

The engineering expertise 
of Sogeierg is used 
in energy, transport 
hydraulics., industry 
and the environment. 
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When 1991 begins, well be iii crfl continents. Actually, our high-tech has 
been part of the landscape in more than 100 countries for a long time. But our 
name is datively unknown. This is despite the fact that our communication 
services convey millions of pieces of information be it text, voice or image. 
Our electrical power stations provide energy throughout the world and our 


transport services ease travel across all continents. Our TGV High Speed 
Train holds the world rail speed record at more than 500 km/h. Equally 
we are also one of the world leaders in the field of electrical engineering! 
Our batteries provide energy for millions of types of equipment So on 
January 1 st well have a new name : CGE will become Alcatel Alsthom, 


Alcatel Alsthom. 54, rue La Boetie 75008 Paris, France 
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USH returns to black with £2.2m 


By Andrew Bolger 

UNITED SCIENTIFIC 
Hofdii 


Holdings, the defence equip- 


maker which narrowly 
^6aped being taken over by 
Mbggitt last year, has returned 

g the black for the 12 months 
/September 30. 

^The group, in which IEP 
Securities, ihe investment 
bdfflcle of Sir Ron Brferiey, has 
a'fcfear 29 per cent stake, made 
d-^re-tax profit of £2.16m, com- 
wtt with a loss* of £3.7m in 
m&’corresponding period. 
'"Turnover rose from £126.72m 
143. 49oi and the loss per 
sfcl&e fell from 9.3p to L8p. A 
Proposed final dividend of L5p 
an unchanged total for 
year of 2p. 

shares closed 3p lower 
45p. That compares with a 
■tial cash alternative offer of 
tabled last September by 
itt, but later withdrawn 
the specialist engineering 
p after USH revealed 
losses and provisions at 
ifiP ! troubled Avimo electro-op- 
tlfitf plant in Taunton, Somer- 


i/ys&V ,v ' 



cost efficiencies. 
Self'Changing Gears, 
acquired for £L7m last year, 
had more than fulfilled expec- 
tations, and bad generated 
profits of almost' £600.000. Next 
year USH said it would com- 
bine the transmission manu- 
facturing operations of Alvis 
and SCO. which would yield 
further benefits. 


Harrison 
Ind slumps 
to £0.4m 


midway 

By Richard Gotirtay 


HARRISON INDUSTRIES, the 
industrial doors, power brans* 
mission and castings group. 


Nick Prest: settlement with MoD over Avimo ’s Togs contract 


Mr .Nick Prest, chief execu- 
tive 1 / said ' the group ' had 
inched a settlement with the 
Mftfistry of Defence which sub- 
jftaritially reduced its losses on 
s^Efced-price contract at Avimo 
tcffeipply Thermal Observation 
and; Gunnery Sights (Togs) 
for army tanks. 

* 'Considerable progress had 
continued to be made in recov- 
-Mv 


ering the position of Avimo 
Taunton. A new managing 
director had been appointed 
and rationalisation of the busi- 
ness onto one site had com- 
menced. 

USH also completed the sale 
of its US Optic Electronic Cor- 
poration subsidiary to Imo 
Industries of New Jersey for 
$4Im (£2L2m) last month. Just 
before Meggitt launched its 
bid, USH had arranged to sell 
OEC to Imo for $65m, but the 
deal was blocked by the Fed- 
eral Trade Commission on the 
grounds that It would reduce 
competition too much in night 


sights. 

The group said Avimo Singa- 
pore had a particularly disap- 
pointing year, returning a pre- 
tax loss of £790,000, against a 
profit of £3. 42m in the compa- 
rable period. This was because 
of the ending of a large con- 
tract. tighter margins and diffi- 
culties with a contract to sup- 
ply prisms for Nikon cameras. 
USH said its .armoured vehicle 
business, Alvis, had success- 
fully fulfilled a demanding 
vehicle production programme 
at the same time as completing 
its move to a new factory, 
which was expected to lead to 


• COMMENT 

USH is slowly clambering out 
of the pit Into which it was 
cast by Meggitfs abortive bid 
last year, but sunny uplands 
stQl seem out of sight iff even 
its most sophisticated image 
inienstfiera. The sale of OEC, 
albeit at a reduced price, has 
cut group gearing to 15 per 
cent, and the deal with the 
MoD seems to have limited the 
downside of the Togs disaster 
at Avimo Taunton. However, 
the bad new from Singapore is 
unexpected and casts a cloud 
over USH's diversification 
plans for Alvis. Without the 
contribution from OEC, the 
group mig ht only make pre-tax 
profits of £SL5m next year, with 
n** g ti gihla earnings. SlrarftHriM- 

ers still locked in are not going 
to bale out at this price level, 
but the shares could only be 
attractive in the short term for 
those willing to take a punt 
based on the net asset value of 
just under loop and DSP's pos- 
sibly predatory intentions. 


West Trust falls to £0.2m 


TAXABLE PROFITS were 
Sffetply down from £445,000 to 
£m,000 at West Trust in the 
m 1 months to .September 30, 
tfifrresult being struck on sales 
improved 5 per cent from 
£7.45m to 27.86m. 

— The specialist textiles group 
sfedThe economic recession in 


the UK had squeezed margins. 


particularly at Ken Moore, the 
lycra stretch f 


fabric manufac- 
turer, and at Red Rose Velvets. 

Earnings per share for the 
half-year came through lower 
at 0.35p (0.77p) though the 
rnfrm-im dividend is maintained 
at 0.25p. 
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Notice of an Adjourned Meeting of the Holders of 

Bell Group N.V. 

(the "Issuer”) 

A$75, 000,000 11 per cent. 

Guaranteed Convertible Subordinated Bonds due 1995 

Unconditionally guaranteed on a subordinated basis by, with nan-detachable subordinated 
conversion bonds issued by and with conversion rights into Ordinary Shares of, 

The Bell Group Ltd 

(the “Guarantor”) 


NOTICE IS HEREBY GIVEN that an adjourned Meeting of the harden (the ‘Bondholders*) of the above-mentioned 
Bonds- (the ‘Bonds’) and conversion bonds constituted by a Trust Deed dated 20th December, 1985 and made 
between Ihe Issuer, the Guarantor and The Law Debenture Trust Corporation p.I.c. (the Trustee*) (as amended by a 
Supplemental Dust Deed dated Bth February. 1986 and made between the Guarantor, the Issuer and the Trustee) 
(together the "Trust Deed*)will be held at 11. 10 am fLondon time) (or as soon thereafter as the adjourned Meeting of the 
holders of the £75.000.000 Guaranteed Convertible Subordinated Bonds due 1997 of the Issuer shall have been 
concluded or adjourned) on Tuesday 15th January, 1 991 at The Royal We stm inster Thistle Hotel. Buckingham Palace 
Road,. London SWrW 0QT lor the purpose of considering and. if thought fit, passing the fallowing Extraonfin 
Resol utidn:- 


Inary 


EXTRAORDINARY RESOLUTION 

THAT this Meeting of the holders of the AS75.000.000 it per cent Guaranteed Convertible Subordinated Bonds due 
1995 (the ‘Bonds ) of BeN Group N.V. (the "Issuer"), uncondfttonaBy guaranteed on a subonfinated basis by, with 
n on-detachable subonfinated conversion bonds (the ‘Conversion Braun’) issued by, and with conversion rights into 
Ordinary Shares of. Hie Bell GraupUd (the ’Guarantor*), constituted by a Thrst Deed dated 20th December, 1985 and 
made between the Issuer, the Guarantor and The Law Debenture Trust Corporation pJx. (the ‘Trustee") (as amended 
by a Supplemental Trust Deed dated 6th February, 1986 and made between the Guarantor, the Issuer and the Trustee) 
(together the Trust Deed") hereby:- 

(0 approves, authorises and gives consent to the deferral of the interest due on the Bonds on 10th December, 1990 
until 10th June. 1991, such Interest then to be payable in fuB on 10th June, 1091; 

waives and authorises any breach by the Issuer or the Guarantor as a result of such deferral of interest of the 
provisions of the Trust Deed or the Bonds or the coupons attached thereto or the Conversion Bands and confirms 
that such deferral of interest shall not constitute an event of default u ndar the provisions of condition 10 (i) of the 




terms and condWons of the Bonds or any other contfitton or under the Trust Deed and sanctions every abrogation, 
use or arrangement hi respect of the rights of the holders of the Bonds, the 


modification, variation, compromise 

Conversion- Bonds and the coupons relating to the' Bonds against the issuer or the Guarantor involved in or 
resulting from the deferral referred to in paragraph (I); • 

(HI) waives and authorises, until 10th June, 1991 . any aventof default arising under the provisions of condition 10 (vil) of 
the terms and conditions ot the Bonds or any other condition or under the Tlust Deed as a result of the Issuer and 
the Guarantor or either of them being unable to pay their debts and sanctions every abrogation, modification, 
variation, compromise or arrangement in respect of ms rights or the holders of the Bonds, the Conversion Bonds 
and the coupons relating to the Bonds against the Issuer or the Guarantor involved In or resulting from the waiver or 
authorisation referred to intttis paragraph (iB); and 

(iv) authorises the Issuer, the Guarantor and the Tfustee to concur in, execuls or do any document, act or thing 
necessary to give effect to this Extraordinary Resolution. 

This resolution is conditional upon approval of similar arrangements to those set out in this Extraordinary Resolution 
(except for this condition) by the holders of the A$1 75,000,000 10 per cent Guaranteed Convertible Subonfinated 
Bonds due 1997 of the Issuer, the £75,000,000 5 per cent. Guaranteed Convertible Subonfinated Bonds due 1997 of 
the issuer, the AS75, 000.000 10 per cenL Guaranteed Convertible Subordinated Bonds due 1997 of Bsfl Group 
Finance Ply. Ltd. and the AS75.000.00Q 11 percent Convertible Subonfinated Bonds due 1995 of the Guarantor. 

This adjourned Meeting is convened by the Issuer. 

Copies of the explanatory statement (the ‘Explanatory Statement") which sets out details of the background to, and 
reasons ftx the proposed arrangements and the Extraordinary Resolution are available tor collection by Bondhoidera 
at the specified offices ol the Paying Agents lor the Bonds set out batow up to and including the date o! the adjourned 
Meeting and will be available tor Inspection at the adjourned Meeting Used. A Bondholder will be required to produce 
evidence satisfactory to the relevant Paying Agent as to Ms status as a Bondholder bo (ore being permitted to collect a 
copy ot the Explanatory Statement from the offices of that Paying Agent. 

The attention ol Bondholders ' ' ' 


I the 


Resofutton set out above to 


i Is pertlcularty drawn to the quorum required for the adjourned Meeting which Is oet 
out in paragraph 2 of “Voting end Quorum'* below. 

The Issuer wfH not make payment of Hie Interest due on the Bonds on any date prior to the holding of the 
adjourned Meeting (or any further adjourned such Heetfti ~ 
further adjourned such Meeting) ana s decision of I 
be proposed at that adjourned Moeting. 

In accordance with normal practice the Trustee expresses no opinion an the merits of the proposals. It lies, however, 
authorised It to be stated that it has no objection to the proposals being put to Bondholders tor their consideration. 

VOTING AND QUORUM 

1. A Bondholder wishing to attend and vote at the adjourned Meeting in person must produce at the relevant 
adjourned Meeting either his Bond(s) or a valid voting certificate or vafid voting certificates Issued by a Paying 
Agent relative to the 8and(s) In respect ot which he wishes to vote. A holder of Bonds not wishing to attend and vote 
at the adjourned Meeting In person may either deliver his Bond(s) or voting certificate^) to the person whom he 
,. wishes to attend on tti9 behalf or give a voting instruction (on a voting instruction tarm obtainable from the specified 
office of any ot the Paying ^ents set out below) instructing a Paying Agent to appoint a proxy to attend and vote at 
the adjourned Meeting In accordance with his Instructions. 

Bonds may be deposited untfi the time being 48 hours before the time fixed tor holding me adjourned Meeting (or. if 


applicable, any farther adjourned such Meeting) but not thereafter with any Paying Agent, or (to the satisfaction of 
the Paying Agon!) held to ns order or under its control by the Operator of the Eurociear System or by CEDEL S A. or 


the voting certlficate(s) to the Paying Agent who issued the same or, 'not less titan 48 hours be tore tire time fra 
Meeting (or, n applicable, any further adjourned such Meeting) Is convened, the voting 


which Um adjourned _ 

instruction recefpt(s) issued in respect thereof. 

The quorum required at the adjourned Meeting tor passing the Extraordinary Resolution set out above is two or 
more persons present holding Bonds or voting certificates or being proxies and holding or representing in the 
aggregaio not lass than one- third ot the principal amount of the Bonos tor the time being outstanding. 

If wHJun IS minutes from the time appointed tor the adjourned Meeting a quorum for the passing of the 
Extraordinary Resolution is not present at the adjourned Meeting, the adjourned Meeting will stand adjourned (tar 
such period, being not less than 14 days nor more than 42 days, and to such time and place, as may be appointed 
by the Chairmen or the adjourned Meeting and approved by the Dustse) and the Extraordinary Resolution wiH be 
considered at that adjourned Meeting (notice of which wtilbe given to me Bondholders). The quorum required to 
consider the Extraordinary Resolution at an adjourned Meeting will be two or more persons present holding Bonds 
or voting certificates or being proxies and holding ot representing in the aggregate not less than one- third of the 

g rincipai amount of the Bonds tor the time being outstanding. 

very question submitted to the adjourned Meeting will be deckled on a show of hands unless a poll Is duty 
demanded by the Chairman of the adjourned Meeting or the Issuer or by two or more parsons present holding 
Bonds or voting certificates or being proxies and holding or representing In the aggregate not less than one- fiftieth 
part of the principal amount of the Bonds then outstanding. On a show ol hands every person who Is present in 
person and produces a Bond or voting certificate or is a proxy shall have one vote. On a poll every person who is so 
present shall have one vote In respect of each ASl.000 in principal amount of the Bonds so produced or 


represented by the voting certificate so produced or in respect ot which he a a proxy. 

To be passed , the Extraordinary Resolution requires a majority In favour consisting of not lees than three-tou rtha of 
the votes cast thereon. If passed, the Extraordinary Resolution will to binding upon all the Bondholders, whether or 
not present at the adjourned Meeting and whether or nra voting, and upon alf the holders of coupons relating to the 


Bonds. 


AVAILABILITY OF DOCUMENTS 

Copies of the Thisi Deed may to Inspected, and copies of the Explanatory Statement, voting certificates and other 
documents referred to above may be obtained, by Bondholders at the specified office of any of the Paying Agents given 

betew - PRINCIPAL PAYING AGENT 

Swiss Bank Corporation 
Aeschenvorstadt 1 
4002 Basie 


FAYING AGENTS 
Swiss Bank Corporation 
f High Timber Street 
London EC4V3SB 


Swiss Bank Corporation (Canada) 
207 Queen’s Quay What 
Suite 780 
Toronto M5J 1 A7 


Kredratbank Sa. Luxembourgerfse 
43 Boulevard Royal 
P.O. Brae 1108 
Luxembourg 

This Notice and the Explanatory Statement referred to herein, tor which The Bell Group Ltd is solely responsible, have 
been approved for the purposes of Section 57(1)of the Financial Services Act 1986 by Coopers & Lybrand, Detatte who 
are authorised by the Institute of Chartered Accountants in England and Wales lo cany on investment business. 

The issuer Is an overseas company and therefore the re tea and regulations made under the Financial Services Act 1986 
for the protection ol investors oonot apply to it and the Securities and Investment Board's compensation scheme does 
not apply in rotation to the Bonds. 

THIS NOTICE S IMPORTANT. IF BONDHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE 
THEY SHOULD CONSULT THEIR STOCKBROKER, LAWYER, ACCOUNTANT OR OTHER PROFESSIONAL 
ADVISER WITHOUT DELAY. 

Dated 20th December, 1990 880 Gmu P NV - 


Video Magic 
plans disposals 


Video Magic Leisure Group, 
the video film rental company 
traded on the Third Market, 
reported unchanged pre-tax 
profits of £123,000 for the half 
year to September 30 after a 
jump in interest charges from 
£53,000 to £174,000. 

It also announced an agree- 
ment under which Keymer, a 
company controlled by Mr 
Russell Sparkes, will manage 
35 stores. Keymer lias paid 
£150,000 and Video Magic has 
agreed to waive a debt of 
£150,000 owed by Mr Sparkes. 

Disposals are planned to 
pnahk the company to concen- 
trate on its core business. 

The pre-tax profit for the 
year to March 31 1990 of 
£508,000 has been reduced by 
an exceptional provision of 
£150,000 relating to Mr 
Sparkes’ debt to the company. 


yesterday repeated a slump is 
half 


pre-tax profits in the first 
and cut its dividend. 

The Gulf crisis and the 
effect of high interest rates on 
the construction industry hit 
pre-tax profits, which fell from 
£L.75m to £422400. 

Turnover in the six months 
to September 30 was £I.4m 
higher at £22 .Sim. Earnings 
per share fell from 9.4p to Z2p 
and there was a reduced divi- 
dend of 2p (2£p). 

Mr Ken Harrison, the chair- 
man, said contracts in Kuwait 
and Iraq had been aborted 
since the invasion of fixe far- 
mer in August and had led to 
continuing costs. 

Before the invasion, Mr Har- 
rison had warned that the 
company was feeling the 
effec ts of wea kness in the con- 
struction industry. 

High interest rates hit Har- 
rison’s business particularly 
hard and the charge nearly 
doubled to £328,000 (£176,000). 

The industrial door divi- 
sion's factories in the UK and 
France had not fnlly come on 
stream and there had been 
additional costs of reorganisa- 
tion. 


Brunner Inv 


Brunner Investment Trust 
gross income was £6.5m 
against £5-77m and net reve- 
nue £3-35m compared with 
£2.76m for the year to Novem- 
ber 30. The final dividend is 
Op making 4JIp (3.75p). „ 


Acatos declines to £4.2m and 
makes £6.9m Spanish write-off 


By David Owen 


ACATOS & Hutcheson, which 

yesterday reported a decline in 

annual pre-tax profits’ from 
£4 .5m to £4 .23m, has been 
forced to write off its entire 
investment In Madsa, a Span- 
ish associate, at a cost of £&9m 
taken as an extraordinary 

Itiwn 

In afi. extraordinary charges 
amounted to £824xa. taking 
account of E89L000 in net site 
closure costs and £450,000 of 
privatisation expenditure. Last 
month, the edible ofi and fiat 
group announced that plans 
for a management buy-out had 
foundered because agreement 
could not be reached with 


potential investors. 

Turnover for the year to i 
tember 30 slipped margin-.-, 
to £248. 18m (£260.68m), while 
earnings per share were down 
from &8p to 5.4p. 

The group is proposing cut- 
ting its final dividend by half 
to l.75p (3J>p), making a total 
of 3 JSo (7b). 

“Having bitten the bullet 
this year, it is our Intention to 
ffinmptmte our resources on 
those areas of our business 
vrith which we are most con- 
versant and look for better 
thing s next year,” said Mr lan 
Hutcheson, chairman. 

Further, he characterised 


Cabra Est goes £5.24m in red 


By Clare Pearson 


CABRA ESTATES, the 
property company which owns 
the freeholds of Chrises and 
Fulham football clubs, declared 
a pretax loss of £5 .24m for the 
six ramflia to end-September, 
winch included CL-Sm worth of 
write-downs an trading stock 
arising from the fall in UK 


property values. 

due to a change in the com- 
pany's flnnnriai year, the com- 
parative 1989 figures were for a 
nine-month period, during 
which the group made pre-tax 
profits of £3-98m. 

Last month, the company 
announced that it was in dis- 


cussions which might lead to 
an offer being made for Stam- 
ford Bridge, the Chelsea 
ground which it recently 
received planning permission 
to redevelop. Yesterday Mr 
John Duggan, ch a irman. 
discussions were continuii 
The company said it- 


DIVIDENDS ANNOUNCED 


Current 

payment 

Date ot 
payment 

Correa - 
ponding 
dividend 

Total 

tor 

year 

Total 

last 

year 

Acatfoa/Hutohaaoo fin 

1.75 

Apr S 

3.5 

3.5 

7 

Bait (AH) § Inf 

2J2 

Fob 1 

2JZ 

- 

6-75 

Blit BuU d a Eng Int 

0.5 

Feb 5 

1 

- 

2.5 

CHy stta Estate fln 

0.96 

- 

O.B 

1.92 

1.6 

Dwysr fin 

2JS 

Mar 1 

2.5 

4 

. 4 

Hrh (GM) int 

1 

Apr S 

2J25 

- 

5 

Stsrffng tnds — --in* 

1.5 

Feb 15 

1.35 

- 

5 

Utd ScfsntHc fin 

1.5 

Apr 2 

2 

2 

2 

Wart Trust int 

0.25 

Apr 1 

0.25 

* 

0.5 


Dividends shown pence per shore net except where otherwise stated. 
‘Equivalent after allowing for scrip issue. TOn capital Increased by 
rights and/or acquisition issues. 5USM stock. 


charged the majority of the 
to the pn 


wnd 

fcapi- 


interest cost 
loss account rather 
fra li fting it. 

Nat interest payable stoqd at 
£4 29m (£3.lm), of which £L52m 
(£2.07m) was charged directly 
to the cost of properties held 
for resale or redevelopment. 

Owing to differences 
between book values of proper- 
ties and values attributable for 
tax jpuxpoaes, the tax charge 
fell to £70,000 (£950,000). 

The loss per share wss5.81p 
(3.4ip earnings ). An Interim 
dividend of O.lOp, compared 
with 1.25P. was declared. 


COMPANY NEWS IN BRIEF 


ABTRUST NEW Dawn 
Investment Trust's revenue 
before tax for the six months 
to October 31 was £114,000 aga- 
ainst £37,000 for a five months 
period. Earning s were 0.3p 
compared with a loss of 0.2Sp; 
there is no interim dividend. 
ANGLO UNITED has paid 
£7.9m for the business and 
assets Of Raab Kareher (UK), a 
subsidiary of the German fuel 
distribution group. 
COUBTAULDS has completed 
the sale of its wholly owned 
subsidiaries Courtaulds Pack- 
aging, Courtaulds Films (NZ) 
and Courtaulds Packaging 
PNG. Ply (the CPAk Group) to 
Wrightcel, a newly formed 
company owned 40 per cent by 
Courtaulds, 40 per cent by 
AEDC and 20 per cent by senior 
management of the CFAL 
Group. All CPAL operations 
are being resumed by Wright- 
cel except for the business of 
sale and distribution of Cello- 
phane products in Australia 


and New Zealand which is 
being retained by Courtaulds. 
EXCALIBUR GROUP: Of the 
19.85m shares recently offered 
via a rights issue some 9JBm 
were taken up. The 10.4dm 
shares not taken up have been 
sold at 45*4 p per share. Sub-un- 
derwriters have accordingly 
been relieved of their obliga- 
tions in respect of the issue. 
FKI has acquired the pr emier 's 
chain accessory business for 

£1 fim ra$h. 

HAEMOCELL: in the rights 
issue of oneJor-four shares pro- 
visional allotments were taken 
up for 2.66m ordinary (85.19 per : 
cent). The balance of 462^40 
lapsed shares has been placed 
at 90fip per share. 

NORTH AMERICAN Gas 
Investment Trust's pre-tax 
profits fell from £595,000 to just 
£98,000 in the period August I 
1990 to October 31 1990. Earn- 
ings per share fell from LIlp to 
0J8p and net assets per share 
were 76.8p against 100. 6p a 


year earlier. 

RANKS H0V1S McDougall: 

Holdings has sold 
L98m ordinary in RHM and as 
a result, combined bolding of 
Anglo Group and Sunningdale 
amounts to 101.33m shares 
(28.58 per cent). Shares sold 
relate to Interests of two- 
smaller shareholders in Sun- 
ningdale - no shares attribut- 
able to holdings of Anglo 
Group, General Oriental 
Investments. RfT Capital Part- 
ners or St James's Place Capi- 
tal have been sold. 

RICHARDS GROUP has sold 
for £521,385 the stock, goodwill 
and tooling assets associated 
with the manufacture of the 
Thorite Power range of moto- 
rised pulleys to Sparks Belting 
of Grand Rapida, Michigan. 
Sparks is the distributor of the 
Thorite Power range of prod- 
ucts in the US. 

TRAFALGAR HOUSE; pro- 
posed scrip dividend in Eeu of 
the final dividend of 9.6p will 


be on the basis of one new 
ordinary for every 20 shares 
held. The cash equivalent of 

each new or dinar y Is ISSp. 

TRIO INVESTMENT Ttett 
announced that applications 
for its offer for subsdptiou ef 
up to 8m ordinary shares and 
up to 1.6m warrants, have beat 
received in respect of 2m ordi- 
nary and 800*000 warrants, 
plications wfil be allotted In 


TULLOW OIL subsidiary, Tui- 
low Exploration, is to acquire 
the UK on-shore licence Inter- 
ests (including the West Frisby 
oil field) of Enterprise OIL The 
consideration wiH be satisfied 
by the issue to Enterprise Oil 
of6JJ6m Tullow shares; 

VOLKS GROUP has -Agreed to 
acquire FothergiH Cobles from 
Courtaulds Advanced- Materi- 
als (Holdings) for £2£m cash 
with a further amount payable , 
not expected to exceed 
£200,000, reflecting actual 
stocks at completion. ■ - 


NOTICE TO NOTEHOLDERS 
ARAB BANKING CORPORATION (RS.C-) 
UJ5.S100 I 000,000 FLOATING 
RATE NOTES DUE 1996 


Arab Banking Corporation (B.S.G.), as the Bank, hereby gives notice to 
Noteholders pursuant to Condition 12 of the Terms and Conditions of 
the Notes that, for the purposes of the provisions of condition 5 (c) of the 


Terms and Conditions of the Notes oonoeming optional redem ption by 

“ — rinfajfon 20th 


Noteholders, the Interest Payment Date in March, 1991, wiH . 


March, 1991. Accordingly, any Notehol d er, who warns to exercise the 
to have the Bank redeem some or *3 of fan Notes at par on such 


option 

Interest Payment Date must deposit the Note or Notes to be redeeme d. 


together with all mmuitnre d Coupons appertaining thereto, with any ot 
not less than 30 nor more than 60 days before 20th 


the Paj _ _ 

March, 1991. Any Note so deposited may not be withdrawn by 
Noteholder without the prior written consent of the Bank. 


Words and phrases are used ini this notice with the mummy given to 
them in the Notes and the Terms and Conditions of the Notes. 


Arab Banking Corporation (ILS.C.) 

ABC Tower 

Diplomatic Area 

P-O. Box 5698 

Manama 

State of Bah r ain December 20, 1990 


The Republic of Venezuela 

£14,116,000 

Routing Rate Bonds due 2005 
STG New Money Series A 


In accordance with the provisions of the Bonds, notice is hereby 
given that for the initial interest Period from December 18, 1390 to 
June 18, 1991 the Bands will carry an Interest Flats of 14%% per 
annum. The interest payable on the relevant interest payment 
date, June IB, 1991 wBI be £36.31 per £500 principal amount 


By: The Chase Manhattan Bank, NA 
Agent Bank 


December 19, 1990 


o 


* 


CREDIT D’EQUIPEMENT 

DES PETITES ET MOYENNES ENTREPR1SES 

£35,000,000 

11/4% Guaranteed Bonds 1995 

(Convertible at holders’ option into U-S. Dollar 
denominated Guaranteed Floating Rate Notes 1995) 

For the period 19th December, 1990 to I9rhjunc, 1991 the Floating Rare 
No res will carry an interest rare of 7%% per annum and coupon amount 
ot u.s. $61-22 perU.S. $1,550 Nure, pavdble on 19th June, 1991. 


Q BankersTxuSt 


I Company. London 


Agent Bank 



BANCO POPULAR ESPANOL 


BRIEFING SESSIONS AND SHAREHOLDERS' MEETING 


The new Spanish Corporations Law contains regulations aimed at insuring speed, 
objectivity and fell disclosure in companies' periodic reporting to shareholders, and introduces 
precautionary measures to enable shareholders to properly exercise their right to control the 
companies’ business. 


The regulations make it mandatory, inter alia, for the «nrmni financial statements and 
ma n age m ent report to be signed by the directors at feast me month before Issuance of the 
statutory auditors’ report, and further require these signed and audited documents to be available 
by. the lime notice calling the shareholders’ meeting is published. 


In order both po comply Literally with these requirements and to continue to adhere to 
the policy of frill disclosure, speed, objectivity and depth in reporting that has characterized 
Banco Popular’s relationship with shareholders, authorities, analysts and news nw ^n for the last 
25 years, it has become necessary to partially modify the usual timing of the whole reporting unit 
encompassed by the briefing sessions and the shareholders’ meeting, as follows: 


On Wednesday January 30, 1991, the Bank’s Board of Directors will formally approve and 
sign the 1990 financial state m e n ts, management report, income distribution proposal and related 
consolidated documents, which are statutorily subject to audit 


On Thursday January 31. 1991. we wiH bold the traditional briefing sessions for the news 
media and professional analysts, as the regular conduit for conveying infonnaticn to ah parties 
with an interest in the Bank’s affairs. The animal report (in Spanish and English), 'the 


mandatory documentation approved by the Board and all the other customary documents wffl 
be available on this date. 


On Monday March 4, 1991, we will publish the notice calling the Bank's shareholders’ 
meeting for Friday June 28, 1991, with the following provisional agenda: 1) Approval of the 
Bank’s individual and consolidated financial statements and distribution of inrvwwL ft* 199Q- 
2) Elecucm. reelection and ratification of directors; 3) Authorization to acquire treasury stock, 
mthm the legally p er mit ted Hants and periods; and 4) Amendment of the wonting of fee 
rorporaie purpose, to adapt it mote closely to the new regulations (article 4 of the BvUws). 
The full text of the notice of call will be sent to shareholders requesting it • . 




The foregoing timetable not only complies strictly wife the relevant legal reauiremeras 
but also aligns the Bank wife fee most advanced trends of corporate law practice, overcoming 
fee obvious limitations of an isolated event (fee traditional shareholders’ meeting) by establishing 
an ongoing process of communication tantamount to an open-ended shareholders’ meetirur which 
starts wnh fee publication of fee information at the end of January and condudea wife fee 
shareholders meeting proper at fee end of June. In a broader sense, there might even be arid to 

^ reho!ders5 meeting throughout fee year, wifeperiocfic insulin 
the form of the Bank 5 published quarterly financial report. ^ 


c . .. J*? immediate cmmimiic^ link between fee Bank and its shareholders to ft* 
???3! , S kr s B . urea ® Jos£ Ortega y Gasset, 28006 Madrid, telephone number 

: Kt ? asi< ? B 2703 . and 272fi )- o* 1 two different but interrelated levels; feetefortoatioo 
level and fee involvement in management level, which shareholders can make use of as Often 
and as extensively as they wish. ■ 


^ shareholders may at any time exercise their legally recognized right to inspect-aQ 
reterant (tacu.wmt.on » A* Bank's heal office or to i fVuitasK toSte <* 
tftaige. to make inquiries or comments, in person, by telephone or in writinr to foanaDv ttoriare 
feetr concurrence wife or opposition to all or any of the proposals; and so exercise feeto voting 


51I« , "! I | 

;,m 1,1 


Acatos' 1989*90 performance as 
“very unsatisfactory". 

On the Spanish venture. 
Acatos said that a fond within 
the Elosua family had resulted 
in it no longer being in part- 
nership with the same people. 

M Wo have found our relation- 
ship with the management to 
be wholly unsatisfactory and 
unworkable and we have con- 
cluded that the situation to 
Irrecoverable, H the company 
said. 

“Although discussions con- 
tinue with our partners we 
have decided as a prudent mea- 
sure to write off our total Span- 
ish investment in Madsa." 
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Rumours knock 
FSM in trading 

By Vanessa Houlder, Property Corresponderrt 


twiniin 

*** CWi 

* Wfl#t 
fftrten 

IWIM 


*f! 

! s' i *!“<! * 


hir i r «i«r 


S*24m in 


tt* «**«■ 

’■*» fc*f a 

tfWtlfljf 

#.pWk.t»S 

e*W*fH 

* *R dpt 


*«**■ 


»?* 

*» 

* 

■ ft 

ai 

it 

« • 

a * **»■' 



^ rji. .,!... ** ft> 

■left". i-«i iV ~t 

:*:v ... . ^ m5i' 

7 


: §? 


•TCt. c*>f 
'“■ A*7fc qi 

T**:;.,;, ; r* ^45! 

;V;.v .*. 3> . ,4 =«b 

>■. * 

!- 

v & *2 

• T ". •• ; •• 'V- "* 

. . • ,l " :*•'*&*, 
;, ■ t&i 




is-, uj;" 


iff if - 



fait 


• r . . t'l.iv 

f m*t rM 



* 

n; { 

” ' } VDSflT 


••• - 

... ► • ;.v 

!j *fc*rx-«- 

• • •: 

■ • ' ‘ 

i** 


- ‘Si 

v4 


■ a. -nt 



..J - 


. 

* ' • . t^-.i 

?■:.***:'■ 
mv— ' 

A 

-v A.. VLC 

m *'• j 

r-:/. 


(ML 



Wm * ' 


• . -TTv 

fc 

- . - 

. CT.’x- 

L tiff - 1 - 


,0 «*H • 

• 1 

; . .i 

. S, 

0:ii tly 


' i *■'- 

— n W ■ 

rf *- '«* 

— 


It Si’' • 


. , . | b , U 

. r* i 


: . ‘ 

J 

Mtf ft.’- 

' 



iAK 


Si* ** 1 ’•• 


, .»!• ■■•<■ 

■■ 

tjfii 


*:•*• * :: 

tea •" 

I tJV."- ' 

***'•**» -•- 

» ■■■"' 

4 ftB-^ * 
**W*i : 

Iff ‘ •"” 

.* t>o»‘ - 

r- 

K *' 

t* C^' ‘ • 

• •_ 

£ 3* 


« - s ! 

4 * V > 

A. 

*1* *'■**"* - 


w >; 


tA ft, 

2 ■ 




•.-a- . 
. - y ;: ‘ 


> 

. V • 


• • ' " - Ir" 1 ' 


W*!- 

l*, r ' s 


c ■' * 


. « t' 

ft- 


TV.; ^ 

v- >■ *•’ 




Vi 


FORD: SELLAR Morris, the 
USM-quoted property invest- 
ment and develoEroent group 
yesterday blamed a “bear raid" 
for a sear halving of its share 
price from 42p to 22p during 
the mennng. Following a confi- 
dent Statement from the com- 
pany,. 'the shares later mart*. a 
partial recovery, ending the 
day down 5p at 37p. 

1216 shares nosedived after a 

number of rumours circulated 
around the market, which were 
vigorously (tented by the com- 
pany. ' 

“The rumours are so wide of 
the mark that if it was not so 
serious it would be laughable," 
said IMr Irvine Sellar, chair - 
manj 

The main topic of specula- 
tion was that FSM was having 
difficulties in refinancing its 
two joint ventures with Beris- 
fordy the troubled food and 
property group, FSM denied 


that there was any need to 
refinance these develop- 
ments .which have not yet 
begun construction. 

The nervousness has been 
fuelled by FSM’s high borrow- 
ings, which stood at £113m In 
April. The company has sold 
properties with a net value of 
£17m since then and says it is 
on target to reduce gearing to 
100 per cent by Its year end. 

Mr Bryn Mickleburgh, 
finance director, said: “We axe 
operating well within oar 
agreed gearing covenant of 175 
per cent cm our loan." 

FSM’s statement said it was 
confident of the success of 
each of its developments. “The 
company continues to trade 
profitably and enjoys the full 
support of its bankers.” 

The most recent twin, involv- 
ing offices, a shopping parade 
and a leisure development, was 
to Dwyer this month for £l0xn. 


Hogg Group subsidiary 
in Canadian joint venture 

By Richard Lapper 


THE CREDIT Insurance 
Association, part of the Hogg 
Group, yesterday announced 
the - formation of a Canadian 
joutt venture in the credit 
insurance field. .. 

^~ OIA, which specialises in 
brtflring trade'and political 
risks, is joining with the 
Toronto-based Corporate Insur- 
ance Group, a private property/ 
casualty and financial risk 
indorer, to launch the Credit 


Insurance Association Canada 
fCIAC) on January 1 1991. 

According to Mr Bryan 
Squibb; marketing director of 
CIA, Canadian interest in 
sophisticated credit risk poli- 
cies is growing. 

The joint venture could 
serve as a model for future 
expansion in Europe, where 
CIA now operates via relation- 
ships with correspondent bro- 
kers. 


When men in grey suits choose to apply Savage pressure 

Andrew Hill looks at the background to the boardroom shake-up at the troubled hardware group 


L ET’S just say that the 
UK's institutional inves- 
tors do not furnish great 
source material for CSty soap 
operas. 

Never mind that the future 
of most workers’ pensions is In 
the hands of these man and 
women in grey suits, for sheer 
sox appeal the British public 
stm prefers to hear about the 
exploits of a dwindling band of 
brokers in braces. 

But if the recent case of Sav- 
age Group is anything to go by, 
the era of the dozy fund man- 
ager is over. 

The conclusion of the USM 
hardware company’s annual 
general meeting this morning 
will mark the end of six weeks’ 
intense negotiation between 
institutions and management. 

During that time, faced with 
an attempted management 
coup and. under pressure from 
its largest shareholders, the 
group has replaced its chair- 
man and chief executive, 
started to put a new strategy 
in place and seen its market 
value rise from £11. 4m to 
£16.7ol 

“We get criticised for being 
passive investors and for not 
participating, but you wouldn’t 
believe the amount of time 
we've spent on this bloody 
thing.” complained one fund 
manager yesterday. 

Savage’s path towards the 
latest confrontation started in 
August 1989. The shares tell 27 
per cent in a day after the 
acquisitive group issued a prof- 
its warning following a “sud- 
den and sharp” decline in 
demand for its hardware and 
do-it-yourself products. 

The company, which had 
expanded rapidly in continen- 
tal Europe in preceding years, 
increased proms by 5 per cent 


Share price relative to the 

FT-A Al-Shara Index 

350 



1987 68 89 90 


to £7J29m before tax in the year 

to June 30, 1989, but analysts' 
forecasts of more than £L£m for 
1989-90 were already looking 
like wild overestimates. This 
October, the group annr«m«»ri 
an annual profit of just £51,000, 
with borrowings at the year- 
end almost equal to sharehold- 
ers’ funds of £25m_ 

By that point, institutional 
investors had already been 
primed to expect a change In 
management and strategy at 
Savage by Mr Don Wightman. 
who stepped down as Savage's 
marketing director at the end 
of 1989, and Mr Brian Cox, for- 
mer chairman of the motor 
components group Camford 
Engineering. 

Backed by Smith New 
Court’s corporate finance 
department, Mr Wightman 
says he and Mr Cox 
approached 90 per cent of Sav- 
age’s shareholders, starting in 
August with Norwich Union, 
the group’s largest institu- 
tional investor. 

Each investor was shown a 
document which set out the 
Wightman/ Cox plan and bound 


the reader not to reveal Its 
existence or contents. The con- 
fidentiality agreement meant 
some fund managers felt they 
could not then take their con- 
cerns to Savage's non-execu- 
tive directors, who include the 
experienced and Influential 
chairman of Bowater. Mr Nor- 
man Ireland. 

The plan was announced on 
November S and prompted the 
inevitable fireworks from Sav- 
age. A special meeting of 
shareholders was requisitioned 
at which Mr Cox and his team 
would call for the resignation 
of the group’s chairman, Mr. 
Nick Savage, chief executive 
Mr David Brown, and finance 
director Mr David Stephens. A 
slate of six replacement direc- 
tors, including Mr Wightman 
as chief executive, and Mr 
Cox as chairman, was put for 
ward. 

Mr Cox claimed the support 
of holders of 48 per cent of Sav- 
age’s equity, including all the 
largest institutions (except 
Investors In Industry, which 
traditionally backs incumbent 
management) and 15 per cent 
in private hands. 

Mr Neil Mesrs, senior fund 
manager at Norwich Union, 
said yesterday that a number 
of concerns affected the insti- 
tution's decision to back an 
attempt to oust evicting man- 
agement, although he refused 
to specify what they were. 
“Norwich Union is very much 
a long-term investor, and is 
usually a strong backer of 
incumbent management. The 
reasons why changes were 
instituted were not to do with 
short-term concerns about 
profitability.” 

Fund manag ers immediately 
began to step up pressure on 
the Savage board. On Novem- 
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ber 26, Mr Savage, grandson of 
the group’s founder, and Mr 
Brown gave in to institutions' 
Insistence that they had lost 
the trust of shareholders and 
decided to resign as directors. 
Mr Brown was immediately 
replaced by another executive 
director Mr Tony Philipson. 

At the same time it emerged 
that Aetna - UK subsidiary of 
the US insurer - had decided 
to withdraw its revocable sup- 
port for the Wightman/Cox 
plan, although the fund man- 
ager still refuses to say 
whether its renewed support 
for the existing management 
was conditional ou Mr Brown 
and Mr Savage's resignation. 

This began a brief interreg- 
num, daring which Mr Norman 
Ireland, who had always 
intended to step down as a 
non-executive director at 
today's annual meeting, was 
thrust into the limeligbt. 

From a list of replacement 
chairmen put together by Sav- 
age’s advisers County Nat- 
West, Mr Ireland and other 
directors selected Mr Doug 
Rogers, former chief executive 
and current non-executive 
chairman of Newman Tonks. 
the building materials group. 


A compromise solution 
seemed possible. Mr Cox would 
no longer let his name go for- 
ward as chairman, but a new 
team, constating of Mr Rogers 
as chairman and Mr Wightman 
as chief executive would be 
installed with the backing of 
institutions. 

However, when the proposal 
was put to Mr Ireland and the 
rump of the Savage directors at 
the beginning of this month, it 
was rejected. In the event, on 
December 6, Mr Rogers was 
named as chairman, and four 
days later Norwich Union 
announced that it had decided 
to back existing management 
after alL Other institutions fol- 
lowed suit and will vote 
against the Cox/Wightman pro- 
posals at today's extraordinary 
meeting. 

That apparent solidarity may 
conceal some rifts. Abbey Life, 
for example, is to abstain when 
it comes to a vote today, and it 
and Equitable Life are believed 
to object to the way in which 
Mr Wightman seems to have 
been quietly dropped from any 
new strategy for the hardware 
group, Mr Rogers has said he 
will discuss the implementa- 
tion of some of the Wightman/ 


Cox proposals with Mr Wight- 
man, but has not promised him 
any executive position. Savage 
has yet to reveal just how. its 
strategy might change. 

In retrospect, Mr Paul Gaunt 
of Equitable Life thinks it was 
a mistake for investors to 
allow themselves to be bound 
by a confidentiality agreement 
in the early stages of the saiga: 
“It tied our hands. Norman 
Ireland has a fairly powerful 
City reputation and I think he 
was upset from the beginning 
because we signed the requisi- 
tion without approaching him 
first." 

By contrast, the diffident Mr 

Ireland is irve Lined to play 
down his role in the story. He 
explains the board's rejection 
of Mr Wightman in simple 
terms. “We had already 
appointed a chief executive by 
that time. We felt in the board- 
room that it would bave been 
difficult to work out a relation- 
ship (with Mr Wightman), 
because, frankly, he was on the 
other skle." 

Norwich Union’s Mr Wears, 
for one, reacts with some irri- 
tation to any suggestion that 
fund managers bottled out by 
not pressing for implement^: 
tion of the other Wight- 
man/Cox proposals, such as 
the ousting of Mr David Step- 
hens, who remains Savage's 
finance director. 

As one member of the Wight- 
man/Cox team puts it: 
“Frankly, given their duties to 
unit-holders and pension fund 
trustees they have done a good 
job." 

Savage may still have to face 
up to the continuing slackness 
in the DIY market but, at this 
stage at least, the outcome 
looks like a quiet victory for 
the men in grey suite. 


WE, THE 
LIMBLESS, 
LOOK TO YOU 
FOR HELP 
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at ftost areas of tormoli where peace must be 
restored. 
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you torheftL Please heto by tiungiwr Association. 
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BUSINESS 

SOFTWARE 

A selection of 
software 
packages to suit 
your business 
needs appears 
every Saturday in 
WEEKEND FT. 

Order your copy 
today. 
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lever knew-.’ 

and now, he : 
cannot bear to 
turn a comer 


Stx-tooMour Sergeant Tnf GTCft 
KM. was perhaps toa brww mm his 
Colonel werknew 

Bor mm* seeing ajwtoainMw. 
after bangtwotebMW aid Mtafited 
in Northern freisHf.Sageant Tin/ 
cam* beano wn a comet for fear of 
wtui is on the other side, 
lttettw Draret men and wwnen tern i 

ConretecertHorrassniJ, tor She old, there ooutVhteWtf Home '•we 

to twto them, we must hare twite. Do pteMtato w wth a donation, and 

mto a legacy toa perhaps. The da« is owed t^afi erf us. 

TbayVc given more than they cotrfd- 

ptetfse gftre as much as you can. 

pt^ra^ALJSSgffllS^ ^ 

I .OpteWmioseemrtJ^^ - " f . 

i rf^Tfi-rnicxrm /. 1 




□ Ptesc send metat** 0«* M 


* 1' * 


HratanqttrTTTBB 
Mens . . . 




Sombre 


I 
i 

,^-U 


Notice of an Adjourned Meeting of the Holders of 

Bell Group N.V. 

(the “Issuer") 

A$1 75,000,000 10 per cent 

Guaranteed Convertible Subordinated Bonds due1997 

Unconditionally guaranteed on a subordinated basis by, with non-detachable subordinated 
conversion bonds issued by and with conversion rights into Ordinary Shares of, 

The Bell Group Ltd 

(the “Guarantor") 

NOTICE IS HEREBY GIVEN that an adjourned Meeting of the holders (the ‘Bondholders') of the above-mentioned 
Bonds (the ‘Bonds*) and conversion bonds constituted by a Trust Deed dated 7th May, 1987 and made between the 
issuer, the Guarantor and The Law Debenture Trust Corpora tion p.l.c. (the ‘Thistee’) (as amended by a Supplemental 
Trust Deed (toted 5th December, 1990 and made between the Issuer, the Guarantor and the thistee) (together the 
Trust Deed*) will be held at 11.00 am (London tfme) on Tuesday 15th January. 1991 at The Royal Westminster Thistle 
Hotel, Buckingham Palace Road. London SWlW pQT tor the purpose of considering and, if thought fit, passing the 
tolknylng Extraordinary Resolution:— ■ r ‘ 

EXTRAORDINARY RESOLUTION 

THAT this Maetmoot the holders of the AS175, 000,000 10 per cent- Guaranteed Convertible Subordinated Bonds due 
1997 (the ‘Bonds’) ot Be> Group N.V. (the ‘Issuer”), unconditionally guaranteed on a subordinated basis by with 
non-detachable subotetoaled conversion bonds (the ‘Conversion Bands") issued by; and with conversion rights into 
Ordinary Shares of, The Befl Group Ltd (the "Guarantor*), constituted by a That Deed (the *Thist Deed*) dated 7th 
May, 1987 and mads between the Issuer, the Guarantor and^ The Law Debenture This* Corporation p J.c. (Ihe Trustee") 
beraby:- 

(I) approves, authorises and gfvss consent to the (fetensJ of the interest due on the Bonds on 71h May, 1991 until 7th 
Novanbe*; 1991 . such interest then^ to be payable in full on 7th November, 1991 ; 

(S) waives and authorises any breach by the Issuer or the Guarantor as a result of such deferral or interest of the 
provisions of the Dust Deed or the Bonds or the coupons attached thereto or the Conversion Bonds and confirms 
that such deferral of interest shall not constitute an event of default under the provisions of condition 10 (I) of the 
terms end conditions of the Bonds or any other condition or under the Trust Deed and sanctions every abromtion, 

. modification, variation, compromise or arrangement in respect of the rights of the holders of the Bonds, the 
Conversion Bonds and the coupons rotating to the Bonds against the Issuer or the Guarantor involved in or 
resulting from tire deferral refected to in paragraph (i); 

(HI) waives and authorises, undMOth June, 1991, any eventof default arising under the provisions of condition 10(vfi}ot 
the terme and con tf ttons of the Bonds or ary other condition or under the Tiuet Deed as a result of the I ssuer a nd 
the Guarantor or either of them being unable to pay their debts and sanctions every abrogation, modification, 
variation, compromise or arrangement in respect of the rights ofthe holders of the Bonds, the Conversion Bonds 
and the coupons relating to the Bands against the Issuer or the Guarantor involved in or resulting from the walvar or 
authorisation referred to In this paragraph (IB); and 

(tv) authorises the issuer, the Guarantor and the Thistee to concur in, execute or do any document, act or thing 
necessary to give offset to this Extraortflnary Resolution. 

This resolution is conditional upon approval of ssnBer arrangements to those set out in this Extraordinary Resolution 
(except for this condition) by the holders of the £75,000,0005 per cent Guaranteed Convertible Subordinated Bonds 
due 1997 or the Issuer, the A575.000.00Q 11 per cent Guaranteed Convertible Subordinated Bonds due 1995 of the 
Issuer, the A$75, 000.000 10 per cent Guaranteed Convertible Subordinated Bonds due 1997 of Bell Group Finance 
Pty Ltd. and the AS75.000.000 11 per cent Convertible Subordinated Bonds due 1995 of the Guarantor. 


This adjourned Meeting te convened bgrtie Issuer. 


which sets out do tafifl of the background to, and 


Extraordinary Resolution are available tar collectian by Bondholders 

1 ’ ‘ oftti 


Copies of the explanatory statement ( 

reasons to* the proposed arrangements and j - . . 

at the spedfted offices of the Paying Agents far the Bonds sat out betow up to and {ndixfing the date of the adjourned 
Meeting and will be available tor inspection at the adjourned Meeting itewt A Bondholder wffl be required to produce 
evidence satisfactory to ths ralavam Paying Agent as to his status as a BondhoWor before being permitted to coded a 
copy ofthe Explanatory Statement from the offices ot that Paying Agent 

Tlw attention of Bondholders is particularly drawn to die quorum required tor the adjourned Meeting which hr set 
out In paragraph 2 of “Voting and Quorum* below. 

The Issuer win not make payment of the Interest due on the Bonds on any date prior to the holding of the 
f tether adfowned such Mee tin g) pending the' “* 

on the 


any further atBoumed such Mee tin g) pending 
fi Ifaetinajanda decision of BondhoMereonti 
IJoumed Meeting. 

fiuti practice the Thistee expreesae no opinion o 


adjourned Meeting (or 
further ad||oumad such I 
be proposed at that adjourned 1 
In accordance with normal practice the Thistee expresses no opinion on the merits of ihe proposals. R has, however, 
authorised la to be stated that tt hoe no Objection to Ihe proposals being pul » Bondholders tor their consideration. 

VOTING AND QUORUM 

1. A Bondholder wishing to attend and vote at the adjourned Mealing in person must produce at the relevant 
adjourned Meeting eirher Ms Bond(s) or a valid voting certificate or valid voting certificates Issued by a Paying 
Agent relative to the Boncfts) in respect of which ha wishes to vote. A holder of Bonds not wishing to attend and vote 
at the adjourned Meeting in person may either deliver his Bond(s) or voting certificate^) to the person wham he 
wtshestosatend on his behen or give a voting instniction (on a voting instruction form obtainable from the specified 
office of any of the Paying Agents set out below) instructing a Paying Agent to appoint a proxy to attend and vote at 


the adjourned Meeting in 
• > deposited 


in accordance with his Instructions, 
until the time 


Bonds may be deposited until the time being 48 hours before the time fixed for holding the adjourned Meeting (or. If 
applicable, any further adjourned such Meeting) but not thereafter with any Paying Agent, or (to the satisfaction ot 
the Paying Agent) held to its order or under Its control by the Operator of the Eurodear System or by CEDELSJL or 

n for, ifaoofieable. anv further adjourned such Meeting) and th 

the voting certMcato(e) to the Paying 
which the adjourned Meeting (or. if i 


not be released until) 
er adjourned such Meeting) and the surrender of 
is or. not less than 40 hours before the time tor 


3. 


Instructions in respect of the adjourned Meeting. Bonds so deposited or held « 

the conclusion oftiw adfoumed Meeting (or, if appfieabte, any further adjoume 
] Agent who issued the same or. not lei _ 

applicable, any further adjourned such Meeting) is convened, the voting 
instruction receiplts) Issued in respect Uwuot 

The quorum required at the adjourned Meeting for passing the Extraordinary Resolution set out above is two or 
more persons present holding Bonds or voting certificates or being proxies and holding or representing in the 
aggregate not less than ono-thbd or the principal amount of the Bonds for the time being outstanding. 

It within 15 minutes from the time appointed tor the adjourned Meeting a quorum tor the passsing of the 
Extraordinary Resolution is not present at the adjourned Meeting, the adjourned Meeting will stand adjourned (tor 
such period, being not less than 14 days nor more than 42 days, and to such time and place, as may be appointed 
try ths Chairman of the adjourned Meeting and epprorad by the Trustee) and the Extraordinary Resolution will be 
considared at that adjourned Meeting (notice of which wifi be given to the Bondholders). The quorum required to 
consto* (to Extraordinary Resolution at on adjourned Meeting wiU be two or more persons present holding Bonds 
or voting certificates or being proxies and holding or representing in the agpreoate not teas than one-third of Ihe 
prindpto amount of the Bonn tor the time being outstanding. 

Every question submitted to the adjourned Masting win be decided on a 
demanded by the Chairman of the adjourned Meeting or lha Issuer or by I 
Bonds or voting certificates or bangpraxtes and hoklinQ or raprasantjng Intiw aggregate i 
part of the principal amount of ths^ Bonds then outstanding. On a show of hands every p 
person and produces a Bond or lining certificate or is a proxy shall have one vote. Onapof 


Elands so produced or 


a show of hands unless a pod to duly 
two or more persons present holdfng 
rwart lessthan one-fiftieth 
person who to present In 

person) _ 

present shall have one vote in re spect of each 

4. Tb be passed, the Extraordinary Resotuticn requires a majority In favour constating of not toss than three-fourths of 
the voles cast thereon. If passed, the Extraordinary Resolution wifi be binding upon all the Bondholders, whel her or 
not present a) the adjourned Meeting and whether or not voting, and upon aBthehoidereof coupons relating tolhe 

Bonds. 

AVAfLABtUTV OF DOCUMENTS 

Copies of the Host Deed may be inspected, and copies of the Explanatory Statement, voting certificates and other 
documents referred to above may be obtained, by Bondholders at the specified office of any of the Paying Agents 8 iv * n 

1)610111 PRINCIPAL PAYING AGENT 

Banque Parfoas (Luxembourg) &A. 

10A Boulevard Royal, Luxembourg- Vtfie 
Luxembourg 

RAYING AGENTS 

Banque Paribas Morgan Guaranty Trost Company of New \brk 

3 Ru« d’Antin Avenue dee Arts 35 

■ 75002 Paris B-1 040 Brussels 

Mo^an Guaranty Trust Company of New Yarle ' Swiss Bank Corporation 

- 1 Angel Court Aaschenvarstadti 

London EC2R7AE CH 4002 Basie 

This Notice and the Explanatory Statement referred to herein, tor which The Bell Growl Ltd tosolely tesponsafie, have 
been approved for lha purposes of Section 57(i)of the Rnandal Services Actig86 by Coopers & Lybrand. DeWtte who 
am authorised by the Institute- of Chartered Accountants in England and Wales to carry on investment business. 

The issuer to an overseas company and ttreratorethe rules and regulations made under the Financial Services Acti98S 
tor the protection of Investors do not apply to ft and Securities Hnd Investment Board ^ fe compensation scheme does not 

apply '« rotation to the Bonds. 

THIS NOTICE IS IMPORTANT IF BONDHOLDERS ARE IN ANY DOUBT AS TO THE ACTIOM THEY SHOULD TAKE 
THEY SHOULD CONSULT THBR STOCKBROKER, LAWYER, ACCOUNTANT OR OTHER PROFESSIONAL 
adviser wrmoirroELAY. 

Dated 20th December; 1990 Bed Group N.V. 


Notice of an Adjourned Meeting ofthe Holders of 

Bell Group N.V. 

(the "Issuer”) 

£75,000,000 5 per cent 

Guaranteed Convertible Subordinated Bonds due 1997 

Unconditionally guaranteed on a subordinated basis by, with non-detachabie subordinated 
conversion bonds issued by and with conversion rights into Ordinary Shares of. 

The Bell Group Ltd 

(the “Guarantor") 


NOTICE IS HEREBY GIVEN that an adjourned 
Bonds (the ‘Bonds') and conversion bonds constituted by a Trust Deed dated 14th July, 
Issuer, the Guarantor and The Law Debenture Trust Corporation p.l.c. 


ol the holders (the ‘Bondholders') of the above-mentioned 
r, 1987 and made between the 

fa Supplement a l 


Trust Deed deled 5th December, 1990 and made between the Issuer; the Guarantor and the Trustee) (together the 
'Trust Dead*) will be held at 11.05 am (London time) (or as soon thereafter as the adjourned Meeting of theholders of 
the ASi 75.000.000 Guaranteed Convertible Sur 


or as soon thereafter as the adjourned Meeting 
eted Bonds due 1997 of the issuer shall have bean concluded or 


arfloumedlpn Tuesday 15rh January, 1991 at The Royal Westminster Thistle Hotel, Buckingham Palace Road, London 
SW1W QQT tor the purpose of considering and, ti thought fit, passing tlw fofiowing Extraordinary Resolution 

EXTRAORDINARY RESOLUTION 

THAT this Meeting ofthe holders of the £75,000.000 5 par cent Guaranteed Convertible Subordinated Bands due 1997 
(the ‘Bonds") of Bell Group N.V, (the ‘issuer”), unconditionally guaranteed on a subordinated basis by with 
non-detachable subordinated conversion bonds (the “Conversion Bonds*) issued by end with conversion rights Into 
Orcfinary Shares of. The Bell Group Ltd (the ‘Guarantor*), constituted by a Trust Deed (the "Tfust Dead*) dated 14th 
July. 1987and made between the Issuer, the Guarantor and The Law Debenture Ttust Corporation pj.e. (the “Thratee') 
hereby? - 

(Q approves, authorises and gives consent to the deferral of the interest due on the Bands on 14th July, 1991 until 14th 
January 1992, such interest then to be payable in ful on 14th January, 1992; 

(11) waives and authorises any breach by the Issuer or the Guarantor as a result of such deferral of Interest of the 
provisions oi the Trust Deed or the Bonds or the coupons attached thereto or the Conversion Bonds and confirms 
that such deferral of interest shall not constitute an event of default under the provisions of condition io (i) of the 
terms and conditions of the Bonds or any other oondltion or under ihe Trust Dead and sanctions every abrogation, 
modification, variation, compromise or arrangement in respect of the rights of the holders of the Bonds, the 
Conversion Bonds and the coupons relating to the Bonds against the Issuer or the Guarantor involved in or 
resulting from the deferral referred to in paragraph (f); 

(W) waives end authorises, u mil 10th June. 1991. any event ot default arising under the provisions of condition lOfvii} of 
the lerms and conditions of ths Bonds or any other condition or under ttw Hunt Deed as a result of the Issuer and 
the Guarantor or either of them being unable to pay their debts and sanctions every abrogation, modific a ti o n, 
variation, compromise or arrangement to respect of the rights of the hoktore of the Bonds, ttn Conversion Bonds 
and the coupons rotating io the Bonds against the Issuer or the Guarantor involved in or resulting from the waiver or 
authorisation referred to in this paragraph (IN); and 

(lv) authorises the Issuer; the Guarantor and the Trustee to concur In. execute or do any document, act or thing 
necessary to give ettea to this Extraonfinery Resolution. 

This resolution is concBtionaJ upon approval of similar arrangements to those Ml out in this Extraordinary Resolution 
(except for this condition) by the holders of the AS17S.000.000 10 per cam. Guaranteed Convertible subordinated 
Bonds due 1997 of ihe Issuer; the A*75, 000.000 It per cam. Guaranteed Convertfole Subordinated Bonds due 1995 of 
the Issuer, the A$75,000,000 io per cam. Guaranteed Convertible Subordinated Bonds due 1997 of Beil Group 
Finance Pty. Ltd. and the A5 75,000, 000 ii percent Convertible Subordinated Bonds due 1995 Of the Guarantor. 

This adjourned Meeting Is convened by the Issuer. 

Copies of the explanatory statement (the ‘Explanatory Statement*) which sets out details of the background to. and 
reasons tor the proposed arrangements and Ihe Extraordinary Resolution are avaUabla tor cofiaction by Bondholders 
at the specified offices of the Paying Agents tor the Bonds set out below up to and including the date of the adfoumed 
Meeting and will be available for inspection at the adjourned Meeting itself. A Bondholder wilt be required to produce 
evidence satistectory to tine retovam Paying Agent as to his status as a Bondholder before being parmftted to cofisct a 
copy of the Explanatory Statement from the offices of that Paying Agent. 

The attention ol Bondhotdera Is particularly drawn to the quorum required tar the adjourned Meetfng which la set 
out In p aragr ap h Z at “Voting end Quorum below. 

The Issuer will not make payment of the Interest due on the Bonds on any data prior to lha holding of the 

adjourned Meeting ' — “ - “ ■ *- 

further adjourned* 
be proposed at that adjourned 1 
In accordance with normal pract 

authorised it to be stated that it has no objection to the proposals being put to Bondholders tor their considsretfori. 



1. 


VOTING AND QUORUM 


certificate or vafid voting certificates issued by a Paying 
■ - to vote. A holder of Bonds not wishing to attend and vote 


A Bondholder wishing to attend and vote et the adjourned Meeting In person must produce at ttw relevant 

adjourned Meeting either hh Bond(s) or a valid votin - - . . - . 

Agent relative to the Bond(s) In respect of which ha 
at the adjourned Meetfng in person may either del 
wishes to attend on his behalf or give a votli 

office ol any of the Paying Agents set out bt _ 

ttw adjourned Meeting in accordance with Ms instructions. 

Bonds may be deposited until ttw time being 46 hours before the time fixed tor holding the accounted Meeting (or. If 
applicable, any forther adjourned such Meeting) but not thereafter with any Paying Agent, or (to the satisfaction of 
the Paying Agent) held to its order or under Its control by Ihe Operator of the EurocJear System or by CEDEL &A or 
by any other pereon approved by the Paying Agent tor ttw purpose of obtaining voting certificates or giving voting 
instructions in rasped otthe adjourned Meeting. Bonds so deposited or held wffl not be 
the conclusion of the adjourned Mooting (or. It applicable, any further adjourned such Mi 


ung(or, 

the voting certificaJe(s) to the Paying Anar 
which the adjourned Meeting (or, it a~ 


by any ( 

ting. Bonds so deposited or held will not be released until Ihe eartiari 
f applicable, any further adjourned such Meeting) and Uw surrender of 
_ _ t who issued the same or, not lass then 48 hours before the time tot 
. ... applicable, any further adjourned such Meeting) is convened, the voting 
instruction receipts) issued In respect thereof. 

The quorum required at the adjourned Meeting (or passing the Extraordinary Resolution sat out above is two or 
more persons present holding Bonds or voting certificates or being protoes and holding or representing In the 
aggregate not less than one- third ot the principal amount of the Bonos lor the time being outstanding, 
ft within 15 minutes from the time appointed for the adjourned Meeting a quorum for the psssstg of the 
Extraonfiimiry Resolution is not present at the adjourned Meeting, the adjourned Meeting wifi stand adjourned (tor 
such period, being not less than 14 days nor more than 42 days, and to such time and place, as may be appointed 
by the Chairman of the adjourned Meeting and approved by the Thistee) and the Extraordinary Resolution wiB be 
1 tooting (notice of which wW be given to the Bondholders). The quorum required to 
■ "■ ■ m adjourned Meeting wifi be two or more persons preeem holding Bonds 

i holding or representing in the aggregate not less than one4hW of the 


4, 


at that adjourns 

consider the ExtrecAfinary Resolution at an i 
or voting certificates or being proxies end hi 
principal amount ofthe Bonds tor the time being outstanding. 

Every question submitted to the adjourned Meeting wHI be deckled on a show of hands unless a poH is duly 
demanded by ttw Chairman of the adjourned Meeting or Ihe Issuer or by two or mare persons present holding 
Bonds or voting certificates or behngj proxies and hokfing or representing In ttw aggregate not less than one-fiftieth 
part of the principal amount of the Bonds then outstanding. On a show of hands every person who is present m 
pereon end produces a Bond or voting certificate or Is a proxy shall have one vote. On spoil every parson who W so 
present shall have one vote in respect of each El, 000 In prindpaJ amount of the Bonds so produced or represented 
byths voting certificate so produced or In respect of wh eh he is a proxy. 

TO be passed, the Extraordinary Resolution requires a majority In favour consisting of not less then three- fourths oi 
the votes cast thereon. If passed, the Extraordinary Resolution wifi be binding upon a lithe Bondholders, whether or 
not present at the adjourned Meeting and whether or not voting, and upon air the holders of coupons Meting to the 
Bonds. 


AVAILABILITY OF DOCUMENTS 
Copies of the Dust Deed may be inspected, and copies of the Explanatory 
documents referred to above may be obtained, by Bondholders at the specific 

PROICIRAL PAYING AGENT 
The Chase Manhattan BanfL NA 
WocHgata House 
Coleman Sheet 
London EC2P2HD 

RAYING AGENTS 

Chase Manhattan Bank Luxembourg S.A. 

5 Rue Pleads 
LuNHnbaurg*Grund 
Luxembourg 

Banque Bruxelles Lambert S A 
Avenue Mam lx 24 
1050 Brussels 

Thb Notice and the Explanatory Statement referred to herein, tor which ^ The Bell Group Ltd is solely responsible, have 
been approved tor the purposes of Section 57(1} of the Financial Sendees Act 1986 by Coopers & Lybrand. Detains who 
are authorised by the institute of Chartered Accountants In England and wafea to carry on investment business. 

The issuer Isan overaeaa company and therefore the rules and regulations made under the Financial Bervtces Act 198ft 

lor the protection of investors do not apply to it and the Securities and Investment Board’s compensation scheme does 
not apply In relation to the Bonds. 

THIS NOTICE IS WPORTANT. IF BONDHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE 
THEY SHOULD CONSULT THBR STOCKBROKER, LAWYER. ACCOUNTANT OR OTHER PROFESSIONAL 
ADVISER WITHOUT DELAY. 

Dated 20th December. 1990 Ben Group N,V. 


Statement, voting certificates and other 
d office of my of the Paying Agents given 


Chase Manhattan Bank 
(Switzerland) 

63 Ruadu RhQne 
1204 Geneva 
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Sumitarno Trust 

& Banking Cck, Ltd. 

Interim results 
to 

30th September 1990 


Miliums of Yen MUEons cfYen 

6 months ended 6 months ended 

30th September 1990 30th September 1989 

Millions cfYen 

Year ended 

31st March 1990 

Income before Income Taxes 

¥5041 

¥83^78 

¥132446 

Net Income 

29,505 

40,1-43 

62^31 

Total Assess in Banking Accounts 


18.002,176 

18,858.882 

Total Assets in Trust Accounts 

33,056,726 

30.768j91fi 

31.457.482 

Interim Dividend 

¥4^5 per share 

¥ 4J25 per share 

¥ 8^0 per share 


Interim financial Statements for 6 months ended 30th September 1990 
wUC St a&aitaBU upon request from (December 31st 1990. 

(Etease direct enquiries to the address Belorv. 


Sumitomo Trust & Banking Co., Ltd. 

London Branch 

1SS. Bishopsgate, London EC2M 3XU 
Telephone: 071-945 7000 Fax: 071-945 7177 



UK COMPANY NEWS 


MMC to investigate ' 
Morgan Crucible buy 


By Andrew Taylor,- Construction Correspondent 


UR PETER LXLLEY, trade 
secretary, has ashed the 
Monopolies & Mergers Com- 
mission to investigate whether 
an 186.1m (£5Q An) acquisition 
of European refractory busi- 
nesses by Morgan Crucible, 
the industrial materials and 
electronic products company, 
is against the public inter- 
est. . 

This summer Morgan com- 
pleted the purchase of the 
European refractory ceramic 
fibre and high temperature 
fire br ic k businesses of Man- 
vilkMernationaloftheUS.lt 
paid a further 812.4m for Man- 
ville’s US businesses. 

The products are used for 
vessels and for protection in 
high temperature manufactur- 
ing processes such as in found- 
ries and for the petrochemical 

TnririH try 

Mr Lilley said yesterday 
that he had asked for an inves- 


t 
i 
1 
1 
i 
l 
l 

Far the pvriod from December 20, 1990 to Kvch 20, lMltha Notes wfllearrj an interest 

rale ofSKrib per annum with u interest amount of US SS0T.03 per US 310,000 Note. 

* The retomvt intcreoi. payment dale vi&balfarchZQ, V9BL 


News International PLC 

US $150,000,000 8 r A% Bonds doe 1991 
convertible into 

US $150,000,000 Guaranteed Floating Rate Notes due 1991 


Agent Bonk 

Banque Paribas Luxembourg 
SocWtt Anonyme 


COMALCO FINANCE 
LIMITED 

usnsMw^w 

CnrtalMd Floating 
Rate Notes doe 1993 

Notic* is ktrrby grew i that for At 
oatmt ptriod20tk Dtatmbtr 1990 
la 20th March, 199 J iht l*umt rate 
has been fixed as 6 */._ % UUtrtSt 
pajabUoa 20th March J 991 m 9 
anauMl ot US$20136 per USSJOfiOO 
Nats. 


Agent Morgan Guaranty 
Trial Company 

JP Morgan 


This announcement appears as a matter of record only. 

U.S. $200,000,000 

Pre-export Financing Facility 

9 . 8 % 1990/1995 

BANCO NACI0NAL DE C0MERCI0 EXTERIOR, S.N.C 

(A NATIONAL CREDIT ASSOCIATION AND DEVELOPMENT BANK OF MEXICO) 



Funds Provided byi 


Mitsubishi Corporation 


Marubeni Corporation 


C. Itoh & Co., Ltd. 
Sumitomo Corporation 


The undersigned initiated and structured this transaction. 


Ecoban Finance Limited The Stamford Company 


November 1990 


tiigation by the Commission 
because of possible effects on 
competition In the UK market 
for refractory ceramic fibres. 

Before the acuntottion Mor- 
gan Crucible was estimated to 
control about 16 per cent of 
the European and approaching 
40 per cant of the UK ceramic 
fibre market After the pur- 
chase it was estimated to have 
just under 35 per cent of the 
European market 

The majority of Manville’s 
sales are in France and Italy. 
It has factories at St Marcefon 
and Wissembourg in France 
and Casalpusterlenso in Italy 
but it has sales offices In the 
UK and Germany. 

Mr Bruce Farmer, Morgan's 
managing director said: “I am 
amazed at the decision. This a 
company with no manufacture 
Ing capacity in the UK and is 
exporting into a market which 
is currently suffering from 


rtpriintng prices. Ceramic fibre 
is also available from the US, 
South America and the Far 
Eaat. We shall however 
cooperate folly with Monopo- 
lies & Mergers Commission. ? 

One of th e main reasons for 
the reference to the Commis- 
sion was that the Manville. 
purchase reduced the number 
of leading suppliers to the' 
British market from four to 
three. Morgan’s main compet- 
itors now are Carborundum, a 
subsidiary of British. Petro- 
leum, and Kerlane, a subsid- 
iary of Saint Gobain of France. 

The Office of Fair Trading, 
which recommended that an 
investigation be undertaken, 
said, the reason for the long 
delay in- reaching tblc dtvdafrm 
was because “it has taken 
time to get together the rele- 
vant material to decide 
whether an investigation was 
necess ar y.- 


$6m sale at 

Corporate 

Services 

CORPORATE SERVICES 
Group, the former Southwest 
Resources, has completed its 
exit from .the energy sector 
with the sale of States Petro- 
leum to SunHte in a deal worth 
56m (£3 .09m), writes Clay Har- 
ris. 

S unHt e is paying $190 /X)0 for 
States, which operates oQ and 
gas fields in Texas, T^nigiana 
ami Mississippi, and is also 
taking over $5 .8m of borrow- 
ings. 

It was formerly a subsidiary 
of Dominion International 
Group, the financial services 
and property company which 
collapsed In January. The 
USM-traded company is now 
run by Mr Jeffrey Fowler, who 
plans to concentrate an recruit- 
ment, outdoor posters and 
office furniture. 

Dwyer declines 
to £864,000 

Dwyer, the property invest- 
ment company, said that it was 
performing “extremely satis- 



Cardrff Automobile 
Receivables 
Securitisation 
(UK) pic 

£328 million 
Floating Rato Notes 
Due 1995 

In aocotiance with the 
pnwtstoos at the Notes, notice 
is hereby gfcwn that ari the next 
Interest payment dele, beiig 
271h December, 1990 there are 
ro available Redemption 
Funds. Hence, no Notes wffl be 
redeemed on that date. The 
principal value olthe Notes 

outstanding w4 therefore 
remain at £328,000000. 

Chartered WestLB limited 

Agent Bank 


RUST AUSTRALIA PROSE 
INCOME WVESTMBfT 

COMPANY LIMITED 

International Depositary 
Receipts 
Issued fay 

MORGAN OUARAHTY TRUST 
COMPANY OP HEW YORK 

Nodes b Mrebr Olwn to On aMrs- 
taMora that : 

Payment a i ooupan Nbr. 29 d Etta MS* 
nutoml Dspabhanr fleripB eM bo 
msas In US (Mian on or attar Docam- 
tar 21, 1900 at the rats ot USS A0M89 
par ordinary an ora « the mowing 
oShaa et ugrBia doaramy TW com- 
pany e> Ntv York : 

- Nm VWK 30 Waot Breads*, 

- Bruaaota. 39 aoenuo daa Arta 

- London, 1 Angel Crnot 

- Frankfurt. 44MB Malnzor LndUmH 

The dMdand la not auDfeet to any 
tralian lax. Ihe Bafglon wttitaMfagW 
will b aggfaaMsta HR hoHareprw- 
eoBng ihair cgapona to pie oteeo ot the 
Dapoaflary odBioai the eppiepitaie Bot- 
glan non reald ai H cwBftc ala . 

Homan Guaranty Trust Company at 
New York 

Btuaaeb OSes, aatbpoafary 



Interest costs and 
failed expansion put 
GM Firth in red 


By Richard Gourlay 

GM FIRTH, the Mkfiands-based 
steel stockholding company, 
went into the red in foe first 
half of 1990-91 due to a felled 
effort to expand in southeast 
En gland and fiie cost of hold- 
ing a 20 per cent stake in 
Arthur Lee, fiie Sheffield-based 

steel and plastics group 

- The six months to September 
80. ended with a loss , of 
£298.000, against pre-tax profits 
of £2.03m last time. - . 

The board more than halved 
the interim dividend to lp 
(2P5p) and the shares closed 
down 4p at 24p. 

During the period turnover 
fell from £48.84m to £27.4m 
as the group’s Investment 
activity feu to almost 
nothing ap a r t from the 19-9 per 
cent stoke it holds in Arthur 
Lee. 

Interest - paid of £ 0 . 8 m -to 


finance the stake accounted' 
for most of the . increased 
interest charge of £l.07m 
(£698 JOOS). 

Mr Ian Wasserman, the 
chairman, said the stake was 
hftiH }n the books at "substan- 
tially- less than the 145p 
price kt which Lee closed ^-yes- 
terday. = . h . . .• cj. .. 

- Firth also £iiffere<U(®5es at 
Caxton SteeL the East London 
steel stockholders Iwiimf in 
1989 for £2tfL Since tfae md of 
the period. Firth has closed 
Gaxton, releasing £2m that was 
tied- up in. working capital but 

leading to an extraordinary 

loss -of E132P00 during the first 
half.' ' * 

- Mr Wasserman said that the 
core steel business made 1 pre- 
tax profits of £lm, against 
£l.5jn in the comparable 
period. | 


NEWS DIGEST 


factorily for a small company 
in a difficult sector”, though it 
did see pre-tax profits fen from 
£3 24m to £864,000 in the year 
to September 30. 

Turnover was down at 
£lL12m (£27P2m). Of the lower 
gross profits of £6. 12m 
(£8.08m), property sales con- 
tributed only £776,000 this 
time, against £3 -57m, while net 
rents chipped in more at 
£S^5m (£4A2m). 

FuDy diluted earning s «^nu» 
to 3Pp (I3.0ip) but at the basic 
level, there was a loss of 2.05p 
per share, against earnings of 
19. Mp a maintained final divi- 
dend of 25p has been proposed 
to fnalfA ^ KODHbIB 4p. 

Difficult conditions 
cat AH Ball profits 

Difficult trading conditions 
affected AH Ball Group, the 
USM-quoted excavation and 
pj poifnp company, during file 
six months ended September 
30. On turnover down from 
£3Jftn to pretax prof- 

its dropped to £376,000 com- 
pared with £809,000. 

Mr IT Austin, the chairman, 
said that delays in water indus- 
try capital expenditure and the 
general downturn in the con- 
struction industry had resulted 
in increased competition which 
bait affected both activity lev- - 
els and margins. However, he , 
did not expect further deterio- 
ration in the next six to nixie 
months. 

The interim dividend Is 
being held at 2.2p, payable 
from lower earnings per 5p 
share of 3.7p (&3p). 

British Building and 
Engineering in loss 

British Building and Engineer- 
ing Appliances experienced a 
further decline in the six 
months to September 30 and 
went £115,000 into the red at 
the pre-tax leveL This com- 
pared with £277,000 profits in 
the previous first half and a 
much reduced result of 
£324,000 for the last full year. 

The directors said that steps 


had been taken to cut costs by 
closure and redundancy. How- 
ever, a disappointing outcome 
was stiR expected for the year 
(iq p to fhg continuing recession 
in tin* building indusfry. 

Turnover fen from £L3m to 
£2.8m. There was a -loss per 
share of 6£p (lA8p earnings). 
The interim dividend has been 
halved to 0.5p. 

Acquisition helps 
Sterling Ind up 50% 

A foil contribution from an 
acquisition made last year, 
together with a strong perfor- 
mance In Australia enabled 
Sterling Industries to increase 
interim taxable profits by 50 
per cent. The rise from £L83m 
to £1.99m was achieved cm 
sales up from £11 .53m to 
£15.76m and was in spite of a 
weak UK result. 

The directors said Bloom 
Engineering, acquired In 
August 1989, had performed 
above expectations and wid- . 
ened the group’s presence in 
the combustion engineering 
fmlri The hydraulics business 
continued to make progress 
but the weaker dollar had hin- 
dered business in the US. 

The interim dividend has 
been raised to L5p <L35p) on 
earnings per 2 Kp share of 
-4£2p (3.93P). 

Westpool Investment 
up 51% to top £4m 

Westpool Divestment Trust 
pre-tax profits for the six 
months to September 30 
improved 51 per cent from 
£2.76m to £4.17m. The dividend 
from London Merchant Securi- 
ties, its ™in subsidiary, was 
higher at £4.27m. against 
£2A5m. 

Earnings per share were 
3.77p (2.55p) and the interim 
dividend is unchanged at 0.35p. 

Low property sales 
posh City Site in red. 

Rental income has risen 48 per 
cent from £5A6m to £8A6m 
over the past 12 months at City 
Site Estates, though the group 
reported pre-tax losses of 
£980,000 for file year to Septem- 
ber 30, against profits of £6A5m 

last thiUL 

This was due largely, the 
company said, to a sharp fall in 
profits from propert y disposals 
from £ll.79m to £1.06m. Net 
interest payable and similar 
charges rose from £8 .85m to 
£9.13m. 

The directors added that 
with the rental income stand- 
ing at more titan £10m on an 


annualised basis »tiH further 
growth expected in the rent 
roll over' the next few years, 
they were recommending a 
raised final dividend of 0.96p 
(Q.8p) to make L92p, a rise of 20 
per cent 

At the basic level the losses 
per share were 7A3p (earnings 
32L87p) and fully diluted earn- 
ings were 0.47p (2 7.35 p) per 
shire. 

Fall in F&C Smaller 
Companies’ nav . 

Net asset value per 25p share 
of F&C Smaller Companies 
investment trust, stood at 82-9p 
at October .31 1990. That was a 
fell of l9.2p an the figure stand- 
ing a year earlier. ’ 

Attributable revenue for the 
half year to endOctober rose 
from £951400 to £L04m, equal 
to wwnlng B of 1.16p (L05p). The 
interim dividend is being lifted 
from 0.45p to 0.6p, partly to 
reduce disparity .The directors’ 
present intention is to recom- 
mend a firmi of not less Hww 
L05p to make a total of L65p 
CL5P)- 

UK squeeze hits ' 
Victoria Carpet 

Pre-tax profits of Victoria Car- 
. pet Holdings, carpet manufac- 
. turer, fell from £ 2 . 08m to 
' £867^000 in the half year to end- 
September on turnover down 
from £19A5m to £l&3^n. Earn- 
ings declined from 10_93p to 
8J5p. 

The company said the UK 
carpet industry had experi- 
enced increasingly difficult 
conditions, largely as a result 
of the marked' decline in house- 
building and consumer spend- 
ing. The market had also been 
flooded, with heavily dis- 
counted products. The Austra- 
lian economy too bad remained 
depressed. 

Against that background the 
directors expected to be able to 
maintain the existing dividend 
policy. Last year Victoria paid 
4.25p, the fourth successive 
increase. 

Loss at Levercrest 
in first results 

Levercrest, specialist manufac- 
turer of playground equipment 
and safely surfacing which 
joined the USM' in June, 
announced a pre-tax loss of 
£23,000 for the six months to 
September 30. For the corre- 
sponding period profits of 
£ 1,000 were made. - 

Turnover increased by 81 per 
cent to £3-08m (£L7m). The lass 
per share was OJlp (0.03p earn- 


ings) and the directors Said 
they would be recommending a 
final dividend for the yeart 

Mr Leslie Cluer, the chair- 
man. said, that since joining 
the USM the company had 
invested in larger arid N ter 
equipment. He was confiient 
that .that expenditure wtuld 
enable it to take advantage of 
the seasonal increase in Ebusi- 
ness in the second half w^en 
.the majority of its .profit^vas 

He added that the company 
had had a number- of 
approaches from foreigti cis- 
tomers and was actively puz iu- 
ing all export opportunities. 


Higher interest cos< 
hit Faupel Trading 

FaUpel Trading Group; tl 
USM-qnoted company whi^h 
imports, clothing and house- 
hold textiles mainly ‘iron 
China, reported reduced -pre- 
tax profits of £809,000 for the 
half year to end-Sepfembei 
compared with £732,000. Thlf 
pr ofit fail, was' mainly dud to u 
increase in "interest- charged 
from £301,000 to £446,000/ 1 

The chairmah said it was . 
’eariy to give any indication 
the full-year results, and 
although sales of automri 
goods had started quite wellj 
much Work remained to be! 
done. Turnover, for.the -period] 
ii#Wv^l4o £8.89nlK£8u32m). I 
The Interim dividend is held 
at L85p, payable from earnings 
per 5p share of 5.03p (6£lp). 

Aegis issues 7-lm 
new ordinary 

Aegis, the marketing group, is 
issuing .7.1m new shares worth 
£ 12.78m to pay part of the 
. deferred, consideration on its 
acquisition of Carat,- the 
Frehch media-buying company. 

The majority of the new 
shares .’- 4.1m - will be 
retained by the vendors of 
Carat . . £•. 

The remaining 3m shares 
. will be purchased by Eqrocom, 
the Frrach advertiiringi group 
which already has a significant 
holding in Aegis. The Earecom 
holding will then increase to 
1457 percent .. >- 

The new shares will Increase 
the number of Aegis shares in 
issue from 75.8m to 82.7m. 
They will be issued at I80p 
each. V- ■' iir 

Aegis acquired a 50 per-cent 
stake in- Carat in 1983!; and 
terms to buy. the- rest of 
company for FFr2.Q2bn 
(£206m) the following year. It 
made ah immediate payment of 
FFrLOTbn and agreed to pay 
the' rest fit equal instalments. 



Notice to the Holders of 

UJS. ^200,000,000 

5)5% Convertible Subordinated Debentures Dae October 12, 1999 


and 


UJS. $300,000,000 

SH% Convertible Subordinated Debentures Due 2002 

MCA INC.. 

CThc “Company”) t 

Notice it hereby giren at follow*: ... 

On November 26, 1990, die Company entered into a mciger agreement with Mutmishira lileatir 
Industrial Co., Ltd. pursuant to which a subsidiary of Matsushita commenced a tender, offer .on 
November 30, 1990 to purchase all outstanding shares of common stock of rite Company at a pritfeof 
$66.00 per share in cash. Hie merger agreement provides that, subject to fulfillment of certain 
conditions, immediately prior to completion of die tender offer, the Company will spin off to nil in 
stockliolders, ou a pro rata basis, its entire interest in (lie television station W WOR-TV and following 
completion of die tender offer, the Company will engage in a merger in whiHi any publicly lurid shares 
iliat arc not acquired through the tender offer will be converted iuto' tl»e rigl« to receive in null the 
liighwt price paid in the tender offer. The tender offer «» discU>«ctl m a Tender Offer Statement, un 
Sdiedule I4D-1, as amended, filed with die Securities and Exchange Commission. ' ' 

On November 25, 1990, the Board of Directors of the Company declared u dividend (die "Spinofr 
Dividend") of shares of common stock of a wiiolly owned subsidiary or die CoiU[iiuiy which will own 
television siniion W WOR-T\". The Spnioff Dividend will be paid to stockholders of record as of the close 
of business on the daw immediately prior to die date on wluclia subsidiary of Matsushita first purchases 
or accepts for payment sham of common stock of the Company pursuant to die tender offer. ’Hie Board 
of Directors of the Company lias determined rimt die fair marker value of such Spinoff Dividend 
applicable to one share of Company common stock for purpose* of adjusting the Cbmenion' Ruic shall 

be $5.00. * ’ r 

Payment of the Spinoff Dividend is conditioned upon, among other dungs, the satisfaction 'or 
waiver of the conditions to (he Matsushita tender offer (other than the condition that the Spinoff 
Dividend dull have been paid). In no event shall the Spinoff Dividend be paid or the Conversion 
Rate adjusted if the tender offer is not consummated. The tender offer HI expire at 12;01AA1 m/ > <Cw 
Y ork Citv time, on Saturday, December 29, 1990. tndcsn the wilder offer js extended. 

-MCAINC. 

December 19, 1990 . . ^ .. 















L 




ifW-WMY^ , 




| FINANCIAL TIMES THURSDAY DECEMBER 20 1990 


and 

th in red 


Notice of Mandatory U.S. $20,000,000 Redemption 
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U.S. $100,000,000 

Lloyds Eurofinance N.V. 

llK per cent. Guaranteed Bonds due 1994 

Unconditionally and irrevocably guaranteed on a subordinated basis by 


Lloyds 

Bank 



I!£I!2L ,S ? ER ^F Y G{VEN *»t pursuant to Condition 6(a) of the Bonds, U.S. $20,000,000 principal amount of the Bonds has 
oewidrawn for redemption at their principal amount 

1)0 1113(10 in accwdance with Condition 5 of the Tfemra and Conditions of the Bonds on or after 30th 
s P?? tfied office of any of the Paying Agents who are listed in the "teems , and Conditions of the Bonds, against 
surrender of the Bonds with all unmatured Coupons attached, failing which the face value of any missing unnurtured Coupon wiH be 


deducted from the payment. Any amounts of principal so deducted will be paid against surrender of the relevant missing Coupon 
within a period of six years from the date mentioned on the Coupon. Accrued interest due 30th December, 1990 will be paid in the 
normal manner against presentation and surrender of Coupon No 8 on or after 30th December, 1990. Interest on the Bonds drawn 
tor redemption will cease to accrue from 30th December, 1990. 

Serial numbers of the Bonds drawn are as follows 


*57 1088 
M2 1901 
834 1993 
898 2000 
B99 2002 

tOCa 2008 
1005 2013 
1008 2017 
1012 2020 
1018 2024 
tOlB 2031 
1020 2036 
1025 2045 

1028 2048 

1029 2060 
1039 2051 
.1038 20Q2 


W74 OTTO 4887 

M & si 

2882 3908 4906 

HI %% $3 


2900 3926 4930 

2901 3930 4933 

2908 3937 4930 

2911 3942 4940 

2916 3949 4948 

2917 3851 4W1 

2920 3959 40S2 


1231 2938 3908 4870 

1066 2057 2841 3973 4974 


5807 8686 7810 BS02 

5814 6876 7816 8333 

5815 6881 7824 8936 
5616 6862 7629 6943 
5823 8687 7830 8945 
5835 8891 7831 8946 
5857 6894 7832 8949 

5884 6698 7843 8952 

5885 6900 7853 8953 
5868 8901 7855 8054 
5875 BSOS 7859 -8859 
5878 8920 7883 0004 
5682 6929 7865 6977 

5886 6941 7870 6985 
5687 8846 T672 8983 
5893 8948 7880 0990 


5904 8961 7900 900S 

5811 8962 7808 9008 


28729 29750 30663 31855 32981 34375 35180 

28740 29765 30864 31859 32990 34085 35183 
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3S053 40010 40866 
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2107 3050 

2176 3065 

2178 3068 

2165 3071 
2167 30 

2190 30 

2103 3091 

2194 3099 

2203 3104 

2205 3120 
2209 3121 

2211 3126 

2216 3132 

2247 3134 

2251 3136 

2282 3149 

2264 3152 

2274 3157 

2276 3162 

2278 3183 
2281 31GB 
1 3171 

3178 

31 90 

3182 

2312 3183 

2315 3191 
2317 3182 

am 


7933 9018 
7941 6034 
7948 0025 
7951 9028 
7957 0O2S 
7984. 9031 
7873 9036 
7977 9047 
7881 9048 
7894 9050 
7995 9054 
7096 9056 
7997 8059 
6010 9061 
8014 8062 
8017 9071 
8019 0073 
8022 9061 
8027 9085 
0037 9095 
0046 6103 
0051 9119 
8054 9123 
8058 9128 
aosa 8139 
8067 0145 
8072 9151 
8081 9161 
8088 9164 
8087 9168 
8103 9188 

8110 SI 84 

8111 9196 
8113 9ZD3 
6114 6208 
8121 0210 
6122 9221 


8138 6224 

8147 622S 

8155 9233 
8161 6243 

8177 9244 

8178 9250 

8181 9252 

8182 9255 

8194 9260 

8198 


22912 23809 
22314 23347 

22918 23929 
22622 23935 
22924 23842 
wow; 23950 
22927 23653 
22929 23956 
22631 23803 
22939 23964 
22948 23968 
22957 23873 

22963 23374 
22871 23976 
22974 23879 
22977 23882 
22079 23994 
22982 23988 


25918 28894 
25925 28895 
25931 26906 
25832 26907 
25936 28912 
29937 26615 
29040 28925 
25844 26929 
25848 28934 


19929 20980 

19930 20981 
16946 20990 
19947 20999 
19949 21002 


413 

414 

• ' 418 

421. 

422 
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2432 3371 
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4410 

4414 5300 

4415 5307 

4418 3328 

4419 5335 

4424 5338 
4427 5341 

4431 5344 
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COMMODITIES AND AGRICULTURE 


Load of stinking fish fails 
to persuade EC to agree 


By David Gardner in Brussels 

THE European Commission 
and EC fisheries ministers 
were last night mired in their 
efforts to set catch limits for 
next year to preserve fishing 
stocks and fishing jobs, appar- 
ently unstimulated by a truck- 
load oF high-smelling herring 
deposited on the doorstep of 
the European Council here by 
a squadron of the Breton fleet. 

The Fisheries Council broke 
into all-night bilateral negotia- 
tions, with virtually all minis - 
ters at odds with Mr Manuel 
Marin, the Spanish EC fish- 
eries Commissioner, for differ- 
ing reasons. 

Mr Marin has put forward a 
package of reduced quotas, or 
Total Allowable Catches 
(TACs), for fish stocks such as 
cod and haddock, along with a 
series of conservation mea- 
sures that ministers were 
unable to endorse at last 
month’s meeting. 

- Acting on scientific evidence 
from the independent Interna- 
tional Council for the Explora- 
tion of the Sea in Copenhagen, 
which concluded that there is 
over-fishing of more than 90 
per cent of the main stocks in 
the North Atlantic, the Com- 
missioner's most contentious 
proposals are: 

• Reducing the EC cod quota 


in the North Sea and off the 
west coast of Scotland from 
98,270 tonnes last year to 85,700 
this year and the haddock 
quota from 41,700 to 40.500. 
While these cuts are about hall 
as severe as the ICES wanted, 
they follow huge fishing reduc- 
tions. threatening in particular 
the income of Scots fishermen. 

• Fishing boats in those areas 
of the North Sea with a con- 
centration of young cod should 
remain in port for 10 consecu- 
tive days each month. 

• Net mesh sizes should be 
increased from the present 
norm of 90mm or less, to 
120mm and be square instead 
of diamond-shaped mesh to let 
smaller fish escape. 

Mr Marin has resorted to 
high-pressure tactics to get bis 
package through. Ministers 
confirm that he has told them 
that if they are unable to agree 
on a deal involving more than 
cosmetic conservation rules, he 
will in effect put the Common 
Fisheries Policy (CFP) into 
abeyance and let member 
states incur the political oppro- 
brium for whatever measures 
they choose to adopt 

In the arcane procedures of 
the EC, this would involve 
issuing merely a "recommen- 
dation". rather than a binding 


'‘regulation”. The Commission 
has overall competence over 
EC fisheries, with the CFP 
treating the Community as a 
single coastal state. 

This would be an odd tactic 
at a time when the Commis- 
sion is perceived to be grasping 
more power. Yet the bureau- 
cracy at Berlaymont is a con- 
venient whipping-boy for fish- 
ing members forced to adopt 
unpopular policies. Without 
the Commission, fisheries min- 
isters would either have to 
devise restrictions themselves, 
or cave into pressure Grom fish- 
ermen now and face even 
louder complaints when fish 
stocks run out Mr Marin is 
understood to think. 

One minis ter last nig ht dis- 
missed the tactic as opera tics. 
“Marin confuses a fisheries 
council with To sea”, he said. 
Yet he did concede that there 
was no appetite for agreement. 

Mr David Curry, the UK 
Fisheries Minister who is par- 
ticularly exposed at this year’s 
quota-fixing council, said he 
was willing to negotiate a com- 
promise through a watered- 
down package. “If fishermen 
want to fish themselves out of 
a job, 1 can't stop them and I 
can’t put an inspector in every 
beat”, he commented. 


Total signs Soviet oil accord 


By William Dawkins in Paris 

TOTAL-CFP. the French 
state-controlled oil group, has 
signed an exploration, develop- 
ment and production accord 
with the Soviet Union for an 
oil and gas field at Tinian 
Pechora, north-west of the 
Urals. 

'‘This is the second French 
deal of this type since Elf- 
Aquitaine, Total-CFP's larger 
state-controlled rival, last May 
became the first western oil 
Company to sign an oil produc- 
tion and exploration agreement 
with the Soviet Union, in an 
area north of the Caspian Sea. 

' Since then, a series or west- 
ern oil groups have signed 
joint ventures with the Soviet 
Union, which is anxious to use 
their expertise to extract oil 


and gas from its untapped 
fields and use modem technol- 
ogy in a n ine fficient industry. 

Total-CFP’s Soviet partner is 
the Ukhtaneftegazgeoligia. a 
unit of the Soviet Ministry of 
Geology. The partners expect 
to start production of a little 
more than lm tonnes of oil 
annually from three wells by 
the end of 1991. according to 
Mr Pierre Vaillaud. group man- 
aging director. The French 
company has already put out 
tenders for pipelines to carry 
crude to the main trans-Siber- 
ian link. 

Un der the agreement. Total- 
CFP will also explore for new 
deposits in a 5,000km square 
area in Timan Pechora and 
develop non-producing wells 


already identified by its* Soviet 
partner. This follows the sign- 
ing earlier this month of a sep- 
arate deal under which Total 
will sell technology to help 
raise output at Ramashinko 
oilfield, in the south Urals. 

Total-CFP also announced 
yesterday that It is to more 
than double gas production in 
Indonesia by 1995 from the 
present annual rate of 4bn 
cubic metres to 10m cubic 
metres. This will allow its local 
partner, Pertamina, to supply 
the growing Japanese market. 

The group also disclosed that 
it is to build a gas liquefaction 
plant with its three local part- 
ners in Thailand and double its 
annual lm cubic metre gas out- 
put In Argentina by 1993. 


ENI signs gas import deal with Algeria 

By Haig Simonian in Milan 


ENI. the Italian state-owned 
energy and chemicals group, 
has agreed with the Algerian 
government to increase 
imports of natural gas by 
nearly 60 per cent to 530bn 
cubic metres over a 25-year 
period. However, a price for 
the supplies has not been dis- 
closed. Both sides also plan a 
series of infrastructural invest- 
ments linked to the deal worth 
about 6.000b n lira (£71m). 


The agreement, signed by 
Snam. Eni’s gas subsidiary, 
and Sonatrach, the Algerian 
gas concern, covers imports by 
Italy of 7bn cubic metres of 
extra methane gas from 1994. 

It also follows a deal in 1977. 
when Algeria agreed to supply 
300bn cubic metres of gas for 
25 years, and will take Snam’s 
total gas imports from Algeria 
to around 19bn cubic metres a 
year from 1994 to 2020. 


The latest increase will 
require substantial new invest- 
ment. with a doubling of the 
existing pipeline bringing Alge- 
rian gas to Italy likely. How- 
ever. the bulk of the forecast 
expenditure will be in Italy, 
where the natural gas grid Is 
being steadily expanded. 

Extra spending should also 
provide capacity for the import 
of 4bn-5bn cu metres of gas by 
the state electricity group. 


Peru’s insects lend colour to Christmas fare 

Sally Bowen looks at an exotic butterfly husbandry to produce cochineal in the Andes 


C HANCES are, the insect 
known as “the sex- 
crazed Peruvian butter- 
fly" is partially responsible for 
the blood-red holly berries dec- 
orating your slice of tradi- 
tional, richly-iced Christmas 
cake. 

In its sleepless 72-hour life, 
the butterfly flits around fertil- 
ising as many females as possi- 
ble. It finds its mates cli ngin g 
happily to the sides of prickly 
pear cactus or tuna. The male 
dies but the females spawn 
thousands more juice-sucking 
iwsftrts. 

When the plant is covered 
with female cochineal bloated 
with carminic acid, the larger 

ones are carefully scraped off 
and dried. The result is cochi- 
neal. 

Dried cochineal (looking 

reassuringly like pinkish-grey 
seeds rather than squashed 
beetles) is the raw material 
used to make the natural red 
carminic arid colourant. This 
is used in the manufacture of 
cosmetics, drinks (for example 
Campari), foods and textiles. 
The coveted large cochineal 
insects contain 18-20 per cent 
carminic acid, while young 
insects have only half that 
amount. 

Peru is the world's principal 
producer of cochineal and car- 
mine, supplying over 85 per 
cent of the wo rid market Peru 
exports about 220 tons of cochi- 
neal 48 tons of carmine, 
earning the country $14m in an 
average year. The Canary 
Islands and Mexico - the tra- 
ditional sources of carmine in 


the eighteenth and nine teenth 
centuries - produce the bal- 
ance. 

The total world market for 
colourants, natural and syn- 
thetic, is estimated to be worth 
about $2Q0m a year. 

Peru has five carmine pro- 
ducers and there has been 
renewed interest over recent 
months with US buyers coming 
to Peru to promote more car- 
minic acid plants. Locally-pro- 
duced carmine would he 
cheaper than that made in 
Japan and Europe, but there is 
some nervousness. The process 
of finding the exactly right 
shade of red is considered 
tricky technically. 

The colour depends on the 
precise local variety of cochi- 
neal insect, according to Salo- 
mon Diaz, a long-time cochi- 
neal exporter and head of the 
agricultural committee at 
Peru's Exporters’ Association. 
Insects from the southern, 
region, of Arequipa and the 
mountainous Ayacucho are the 
most prized, although the spe- 
cies and their areas are as yet 
unmapped. 

About a third of Peru’s 
exports go to Japan, largely 
bought by the Sumitomo* trad- 
ing company. France, Germany 
and Britain are other impor- 
tant markets and Mr Diaz is 
hopeful that the recent EEC 
derision to elimina te tariffs on 
a range of Andean products 
will boost sales. The Peruvian 
industry is also optimistic that 
Holland’s October ban on syn- 
thetic colourants for Dutch 
cheese will herald a long-expec- 



Insect taste: cochineal clusters on a prickly pear cactus 


ted move back to natural prod- 
ucts such as bbdne, ajmatto 
and carmine. 

However, nature did not 
reckon the price. Natural col- 
ourants like cochineal are 
expensive, even at the present 
price of about $22 a kilo (com- 
pared to twice that two years 
ago). Harvesting cochineal is a 
laborious job, which involves 
picking the largest bloated 
females from the higher leaves 
of the prickly pear. 

Andean peasants use a stick 
with a cloth wrapped around 
the end to collect them. Work- 
ing a long, hard day they can 
harvest fresh Insects weighing 
up to five kilos, although they 
will weigh only a third of that 
once they are sun-dried. 

Well over half of Peru’s 


cochineal still comes from 
Ayacucho, birthplace of Sen- 
der© Lumirtoso and tradition- 
ally one of the nation’s poorest 
regions. For the past 10 years, 
Ayacucho has been at the 
heart of the conflict between 
guerrillas and the forces of 
order. 

A recent initiative in Ayacu- 
cho by the Uruguay-based 
Canadian-funded international 
Development Research Centre 
is an attempt to rationalise 
prlckly-pear cultivation and 
post-harvest cochineal manage- 
ment 

Mr Diaz says there is plenty 
of scope for raising productiv- 
ity in traditional growing 
regions like Ayacucho, for 
example by instituting simple 
te chnical improvements like 


pruning. “Infestation", the 
word used to describe the pro- 
cess of transferring the insects 
manually to their Optimum 
habitat, could also . be 
improved, 

“The $17 a kEo that the pro- 
ducer gets is profitable for 
growers in the riemz ^ut not 
on the coast”, he says£T don't 
support expansion of me total 
acreage: we should outer for 
the projected 10-12 per cent 
annual demand increase by 
improved technology.”* # 

Yet prickly pear faftas are 
springing up in JPeru’s 
southern and central ^coastal 
desert. Programmed produc- 
tion is malting strides] and a 
new prickly pear cactus with- 
out the very inconvenient 
spines is being devel — J "■ ” 
hoped this will make 
less painf ul and more 

Unlike plants that 
these cacti will be pi 
odically. They are also 
at much greater density, 

8.000 cacti per hectare as 1 nor- 
mal, but one leading Peruvian 
producer claims to have up to 

20.000 plants per hectafk The - 
prickly pear is normally ready - 
for “infestation" with Icochi- 
neal two to three years after it 
has been planted. I 

Peru could easily double Its 
present annual production as it 
has already done in tin past 
five years. “But I don’t tetieve 
there will be a cochineal 
boom”, says Mr Salomon! Diaz. 
"What we shonld be doing, 
however, is malting our prod- 
ucts more widely known^ 



Rain, winds and taxes lash coffee growers 

Tim Coone on the difficulties confronted by El Salvador’s principal export industry! 


S TRONG WINDS and 
heavy rains In El Salva- 
dor over the past two 
months have dashed hopes of a 
bumper coffee crop this season 
and disrupted efforts by the 
government to revitalise what 
it considers a key area of the 
economy. 

According to Mr Ruben 
Pineda, president of the El Sal- 
vadorean Coffee Council, losses 
are estimated to be as high as 
15-20 per cent of the originally 
anticipated harvest of 3m bags 
(of 60 kilos each). Growers 
stand to lose $50m-$60m in 
income, he said. 

As a consequence, Mr 
Alfredo Cristiani, El Salvador's 
President, can now expect 
increased pressure to eliminate 
the coffee export duty, which 
only five years ago generated 
40 per cent of the government's 
revenue. This demand will 
present him with some uncom- 
fortable choices. 

After taking office in June 
1989, President Cristiani 
sharply reduced the duty by an 
average $6 per 60kg bag. Only 
$25m was levied from the duty 
in 1989. dawn to 5 per cent of 


the government’s total tax rev- 
enue. The President also broke 
up the monopoly of the state- 
run coffee marketing board, set 
up under the Christian Demo- 
crat administration at the 
beginning of the 1980s and uni- 
fied currency exchange rates. 

Together, the measures have 
brought substantially better 
returns to growers and 
restored confidence after a 
decade of recession during 
which coffee output had 
slumped by 50 per cent 

In spite of the fall in world 
prices triggered by the collapse 
of the International Coffee 
Agreement (ICA) in July 1989, 
El Salvador's coffee exports 
surged forward from 1.5m bags 
of 60kg in the 198589 harvest 
to 2.7m bags in the past mar- 
keting year. Production was 
expected to approach the 
record levels of the early 1980s 
until the recent bad weather. 

However, crop losses have 
provided the Ideal pretext 
growers have been looking for 
to urge elimination of export 
duty altogether. 

The boom in demand for 
quality Central American 


“other milds" since the col- 
lapse of the ICA, has cleared 
the region's overhang of stocks 
and opened up a vast market 
in the US, Europe and Asia. 

RiffH pickings are available 
for those with bags to selL 
“Our problem right now is the 
shortage of output, not a short- 
age of markets", Mr Pineda 
said. 

El Salvadorean growers pay 
the highest export taxes in 
Central America, according to 
data compiled by Mr Pineda’s 
council, hi 1989, an El Salvador 
producer paid on average 
$18.20 per KJkllo sack in export 
duties. Counterparts in Hondu- 
ras paid $17.11, in Costa rica 
$2.42, in Guatemala SL29 and 
nothing at all in Nicaragua. 

“This gives us a margin to 
play with to compete against 
the others", said Mr Pineda. 
However, he is cautious about 
the future. “We are not capital- 
intensive producers in El Sal- 
vador. so until now we have 
been able to absorb the low 
prices. The best defence 
against low prices is higher 
productivity per hectare but 
that faces an obstacle", he said. 


The setback after the ICA 
collapse has been compounded 
by the Gulf crisis. Doubled oil 
prices translate into doubled 
costs for transport and agro- 
chemicals. Highpr productivity 
can be achieved only by more 
intensive use of fertilisers and 
pesticides Mr Pineda said. A 
war in the Gulf will boost 
input costs still further. 

That is why the growers of 
El Salvador are focusing their 
political campaigning on the 
export duty, he said. 

President Cristiani is in the 
middle of a civil war and 
pressed on all sides by compet- 
ing budget demands. The trap 
awaiting him is that if he for-' 
goes the re maining export tax 
income to satisfy his political 
supporters, he will have to 
transfer the tax to other sec- 
tors just three months before 
mid-term elections for the 
National Assembly. 

Mr Jose Carlos Bonilla, 
vice-president of the central 
bank, emphasises the key role 
of the coffee sector in the gov- 
ernment’s economic plans. “As 
a short and medium-term goal, 
reactivation of the coffee sector 


has been a priority. It quickly 
provides employment and for- 
eign exchange" he said, i 
■ Without the increased qut- 
put El Salvador would hive 
slipped a further $100m iito 
the red on its external pky- 
ments this year. ■* 

Last year, coffee growers 
absorbed 72 per cent of total 
agricultural credit given by the 
banks, equivalent to twice that 
received by any other -singe 
sector of the economy. - ,..u ■ 
With government attentim. 
already lavished upon then, 
the coffee gro w ers' plea fora 
further tax concession msy 
provoke a violent reactioi. 
Until* now. the -w&r' taxed* 
imposed by the left-wirg 
FMLN guerrillas have neve- 
affected more than the 10 per- 
cent of the total output growl 
in the main war zones in thi 
east of the country. However, 
FMLN rebels are now m ovine 
into the main coffee-growing 
regions around Santa Ana iij 
the west in preparation for a 
nationwide offensive. Extend 
sion of the “war taxes” would, 
be one way to finance the mili-, 
tary campaign. 


WORLD COMMODITIES PRICES 


RflARKET REPORT 

Tpn prices on the LME yesterday 
sank to their lowest since the 
contract was introduced in June 
1988. High stocks and low demand 
have contributed to a bearish 
outlook and further losses are 
possible, dealers added. 'There 
is- nothing bullish on the horizon,” 
one said. The plentiful supplies 
have contributed to the discount 
for cash to three-month metal 
widening to SI 12.50 a tonne from 
Monday's $92.50. Nickel prices 
advanced on concern about 
possible supply disruptions 
following a fire at the Domambo 
plant in New Caledonia. Silver 
prices rose sharply in early 
trading on Comex. Some analysts 

London Markets 
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said the buying was spurred by 
lower interest rates on the heels 
of Tuesday's surprise half-point 
cut in the Federal Reserve’s 
discount rale to 6*2 per cent. 
Others contended Hie main feature 
was bargain hunting which began 
Tuesday afternoon after the 
market absorbed a wave of 
selling. They all said the gains 
reflected the triggering of buy 
stops in a thin market. London 
robusla coffee prices closed well 
down, eroding the January-March 
premium. A similar performance 
on Tuesday did little to reduce 
the January uncovered position 
of just under 20.000 lots. 

Compiled from Reuters 
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WOOL 

Auction sales m primary markets have 
closed wMil ttio Second wools ol January. 
Pr-cos lately have londod (Inner, with 
crossbreds sometimes quite sharply up. 
With British wool only available at 
inrorimnont suctions there has been a 
certain amount ol distortion due to urgent 
covering pressure In New Zealand sales 
nave boon pciwr also, wim prices rumor. 
The improvement hi raw wool mortals has 
revealed the emptiness ol the supply 
pipeline and the c-rccplionaily low level o* 
commercial stocks Worn: wool supplies are 

lar too ter any euphoria r, develop. 

Pul improvement ol any sort is welcome 


Jan 

119.30 

119.45 

119 40 0935 

Mar 

122.70 

122 30 

122.90 122.80 

Barley 

Close 

Provtous 

HtgTr/Low 

Jan 

114 X 

115J25 

115.05 I1-M30 

Mar 

118 40 

11920 

1 19.00 118.40 

May 

12am 

12035 

120.00 I19.SS 

Tumovor Wheal 28 (129). Barley 145 (168) 

Turnover lots oC IX Tor nos 


PWS - 

•n 

(Cash Scntemcni] p/kg 


Qasc 

Previous 

Hlgh/Low 

Mar 

950 

950 

94.5 

Apr 

97 0 

97.0 

969 

Jun 

97 5 


97 0 


2 months 

3 months 

580 

558 

5-51 

0 months 

12 months 

5J7 

531 

SBver 111 

p/tllM OX 

US cts oqtev 

Spot 

205 JO 

397.10 


3 months 

212.15 

404.45 


6 months 

2(5.65 

411.05 


12 months 

231.45 

428.66 


nuBomoR 

CeSae 

Mar 

May Mar 

May 

550 

45 

S3 18 

23 

600 

21 

SB <4 

48 

®0 

9 

IS B2 

85 

Cocoa 

Mw 

May Mar 

May 

600 

72 

105 14 

12 

6X 

41 

70 33 

27 

TOO 

22 

44 64 

51 

Brant Crude 

Fob 

Mar Fab 

Mar 

2500 


300 



Tumovor 2e (25) tots ol 3.250 kg 


2550 

2600 



Close 

Previous 

MOb/Lew 


Dec 

3883 

376.5 

3873 

377.3 

Jsn 

386.9 

3773 

0 

0 

Feb 

3883 

378.4 

3884 

3793 


301.4 

3813 

382.0 

382.7 

Jun 

396.0 

3853 

3»0 

3883 

*“9 

3963 

389.1 

3833 

3903 

Ocr 

402.1 

3926 

0 

a 

Doc 

4053 

396.1 

401.5 

3893 

Feb 

409.7 

3993 

0 

0 

PLATWUM X troy ac S/troy az- 


Ctoaa 

Previous 

Mgh/Low 


Jen 

4163 

4087 

4173 

4093 

Apr 

422.0 

4182 

422-5 

4143 

Ju) 

4223 

4184 

4223 

4183 

Oct 

4243 

422.0 

4243 

0 

SILVER 5300 troy or Cents/Troy az. 


Cteea 


Wph/Lcw 


Doc 

409.5 

3980 

4113 

398.5 

Jan 

4113 

397.8 

4023 

<02.0 

Feb 

4133 

4003 

0 

0 

Mar 

418.0 

402.8 

4173 

403.0 

May 

421.6 

4083 

*23.5 

4088 

Jul 

<27.0 

4133 

<273 

413.5 

Sep 

<32.5 

418.8 

<293 

4280 

Dec 

4402 

4283 

-4423 

<283 

Jan 

44Z2 

4282 

0 

0 

Mar 

448.6 

404,4 

*37.0 

0 

HtQH GRADE COPPER 26,000 1WE oents/KM 


Close 

Previous 

Hlgh/Low 


Dec 

112.50 

111.90 

11230 

11130 

Jan 

111.X 

111J0 

111.76 

111.X 

Fob 

110 70 

110.10 

11090 

110.00 

Mar 

1X30 

10800 

10030 

10730 

Apr 

10730 

107A0 

107.X 

MJ7.00 

May 

10830 

10630 

10880 

10630 

Jun 

105.45 

10820 

a 

0 

Jui 

W4J0 

104.10 

104.X 

10430 

Aug 

103.80 

10340 

0 

0 

SOP 

102.35 

102.70 

103.40 

103. X 


Fee 

27.17 

28.92 

27.45 

2830 

Mar 

2818 

2891 

26-50 

0 

Apr 

2833 

2431 

25.50 

2435 

May 

24.70 

2436 

24.76 

24.15 

Jun 

2330 

2848 

2435 

2336 

Aofl 

23.10 

22.69 

2330 

2330 

Sep 

2235 

22.48 

2230 

22.75 

Oct 

22.87 


22.75 

2236 

HEA1WQ 00.42300 US galls. cents/US galls 


Latest 

Previous 

Htgh/UMr 


Jon 

7825 

7567 

7870 

7570 

Fab 

7960 

7448 

7670 

74X 

Mar 

72X 

7060 

7285 

men 

Apr 

8635 

60X 

8836 

sex 

Mey 

8525 

8306 

6525 

6430 

Jul 

8290 

8110 

6300 

6175 

COCOA 10 tomesS/toraioe 


Close 

Previous 

Hlgh/Low 


Mar 

11X 

1156 

1171 

1148 

May 

1204 

1188 

1214 

1196 

Jul 

12*2 

1240 

1250 

1237 

Sop 

1281 

T2B0 

1287 

12B0 

Doc 

1320 

1320 

1320 

1317 

Mar 

1355 

1355 

a 

0 

May 

MX 

0 

0 

0 

COFFEE "C* 37300S&: corts/lbs 


Ctoaa 

Previous 

hSgh/Low 


Mar 

9130 

9236 

9330 

9130 

May 

KL9G 

94.70 

XX 

9330 

JlD 

HLX 

9630 

9830 

96.00 

Sop 

9810 

99-15 

1X10 

88.10 

Dec 

10030 

10130 

102.45 

1X30 

Mar 

10230 

103.00 

0 

0 

May 

10330 

10530 

0 

0 

SUGAR WORLD 11” 112.000 lbs: centaftbs 


Close 

Previous 

Mgh/Low 


Mar 

967 

9J0 

873 

933 

May 

9.75 

9.78 

930 

872 

Jul 

879 

932 

933 

9.77 

OCX 

930 

933 

933 

9.78 

Mar 

936 

939 

932 

930 

May 

839 

B3C 

10.10 

875 

COTTON 50,000; cantsflbs 


Ooss 

Previews 

MgNLsw 


Mar 

75.75 

75.42 

7539 

7637 

May 

7630 

74,85 

75.18 

74.60 

Jul 

74.00 

7432 

7435 

74.43 

Oct 

06.15 

87.75 

68.10 

66.00 

Dec 

MW 

8535 

68.30 

95.05 

Mar 

O 

6630 

0 

0 

May 

8875 

8635 

0 

0 


SOYABEANS 5JM0 bu min; cents/BOlb bushel 
Close Previous Mgh/Low 


Jan 

578/2 

683/2 

581/4 

578/0 

Mar 

691/ 2 

388/4 

696/6 

. 591/0 

May 

wore 

613/4 

6T1/4 

005/4 

Jul 

618/4 

62S/B 

623/4 

618/0 

A«1J 

821/8 

628/0 

626/4 

821/4 

Sap 

818/0 

823/0 

822/0 

616/0 

Nov 

617/8 

824/0 

624/0 

817/4 

Jan 

8 30/2 

835/4 

834/4 

.630/2 

SOYABEAN 08 90.000 Rbs; centa/lb 


Close 

Previous 

Hlgh/Low 


Doc 

2035 

2130 

X9S 

20.82 

Jan 

2874 

20.90 

21. M 

20.73 

Mar 

21.13 

21.X 

2138 

21.11 

May 

21.48 

21.63 

21.X 

21-43 

Jul 

21.69 

2133 

2135 

21.85 

Aug 

21.82 

21.75 

21.75 

21.82 

Sep 

21-54 

2135 

21.65 

21 .S3 

Oct 

2130 

21.85 

2135 

21.X 

SOYABEAN MEAL IX tens; S/ton 


Close 

Previous 

Hlgh/Low 

■ 

Dec 

172.7 

176.0 

1743 

172.7 

Jan 

172.7 

1753 

175.3 

1723 

Mar 

177.8 

1X.9 

7803 

177.4 

May 

181.7 

184.7 

1843 

1813 

Jul 

1853 

1X1 

187.4 

1862 

Aug 

1X7 

1X3 

1883 

188.5 

Sep 

185.7 

1883 

1X0 

186.5 

Oct 

1663 

187.0 

1873 

1860 

Dec 

1883 

1X5 

1X3 

187.0 

MAIZE 5.000 bu mbx cems/S6tb bushel 


Close 

Previous 

Hlgh/Low 


Dec 

724/0 

225/0 

226/4 

223/4 

Mar 

235/2 

288/0 

237/4 

235/0 

May 

242/4 

248/0 

245/2 

2*2/2 

Jul 

248/5 

2S2/2 

251/8 

2*8/4 

Sep 

250/2 

253/2 

2=2/8 

250/2 

Dec 

261/0 

264/0 

253/4 

250/6 

Mar 

250/0 

M1/0 

280/0 

258/0 

WHEAT 5,000 bu min: conta/eoaxmshel 


Ctoaa 

Previous 

Hlgh/Low 



Doc 247/B 25116 231/4 34770 

Uar 28170 283/2 263/4 260/4 

May 268/0 270/6 271/0 289/0 

•M 273/8 274/D 27470 271/9 

Sep 276/4 280/0 230/8 279/2 

Dec 280/0 2B370 291/6 290/0 

UVE CATTLE 40.000 lbs: cents/tos 


ORANOE JUfCE 15.000 lbs; cents/ttM 



Ctott 

Pwvtous 

HlghlLcm 


Jon 

111.X 

109.75 

11330 

10830 

Mar 

11130 

1X70 

11330 

10923 

May 

113.25 

11030 

113.50 

11030 

Sep 

11330 

11130 

11430 

113X 

iNUcas ] 

REUTEH3 (Base: September 18 1831 

- 100) | 


Dec 19 

Dec 18 

mnBi ago yr ago ] 


1708.0 

17163 

<700.5 

1806.0 

DOW JONES (Base: Dec. 31 1874 = 

00) 


Doc IB 

Dec 17 

mnlh a bo yr ago | 

Spot 

12330 

12339 

12231 

127.X 

Futures I253*q 

127.01 

12*35 

129 83 



Close 

Previous 

High/Low 


Dec 

8030 

80.X 

8035 

8CL42 

Feb 

7832 

7887 

7880 

7632 

Apr 

76.80 

7830 

76.70 

78.42 ' 

Jun 

74.45 

7432 

7435 

74.30 

Aug 

72.86 

73.00 

73.05 


Oct 

72.00 

73.02 

7330 

72.80 

Dec 

73.78 

73.76 

73.80 

73 63 


UW HOGS 30.000 OK eanto/lfaa 


Ctose Previous Mgh/Low 


Feb 

4860 

49.10 

40.87 

Apr 

4737 

47.15 

47.70 

Jun 

50.95 

6030 

5130 

Jul 

60 70 

5035 

60.76 

Aug 

4932 

4930 

48.70 

Oct 

4430 

4435 

44.29 

Oec 

45 05 

4486 

45.QS 


48.07 

46.77 

6 o.ee 

50.12 

4695 

0 

0 


A 


PORK BELLES *0300 tbs: Comvlb 



Close 

Provtous 

Hlgh/Low 


Feb 

84.10 

6282 

6430 


Mar 

63.32 

61.85 

63 65 


Mey 

KL8& 

81.95 

8335 

81.10 

Jul 

63.77 

81.77 

63.77 


Aug 

B1.77 

68.77 

81.77 

58.77 
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HIE DEBATE over projects 
for domestic interest rateswas 
propped iniothfi centre of the 
UK stock market stage' a gain 

yraterdayrfoUowing the ha£ 

p«nt cot to 6.5 per cent in the 
US discount rate overnight 
However, UK equities looked 
uncertain at first and an 
advance in the second half of 
the session appeared to reflect 

016 Lc ®don press 
uat the IJK government might 
be relaxing its view on the 
level d sterling acceptable for 
cuts m domestic base rates. 

Equities, having opened 10 
FT-,SE points higher in 
response to the cut in the Fed- 
eral discount rate, lost heart 
when sterling failed to mate 
head w ay, b ut then turned 
firmly upwards again as inves- 
tors reassessed the Rhavya»s for 
an eddy cut in UK rates in the 
wafc^ of the decision on the 

Flurry in 

Pilkington 

shares 

THE RUSH to buy shares 
yesterday of Pilkington, the 
world's largest flat glass manu- 
facturer, stemmed not from the 
group's-- eastern European 
expansion v . but a marked 
revival In takeover specula- 
tion News of P^lkington’s 
Si40m (joint venture with HSO 
Sandourierz, of Poland, hardly 
moved the shares but the later 
announcement that BTR had 
increased its holding of Pilk- 
ington equity to 4.05 per cent 
certainly did. The share price 
jumped to I82p for a gain of 10 
in turnover or 7.5m. 

According to BTR. the 
shares were bought because 
they looked cheap, but market 
followers of Pflkhktan teamed 
other opinions. “It Is either 
bmldingaplatforrn to launch 
another bid - BTR made an 
unsuccessful attempt' almost 
four years ago - or endeavour- 
ing to flush out any other 
potential predator," said one. 

However, sector analysts Mr 
Furrukh Hasan and Mr Wil- 
liam Beayington at Lehman. 
Brothers, consider Hanson to 
be a mart: likely candidate to 
launch a bid. They believe the 
cash-rich UK conglomerate has 
demonstrated by previous 
acquisitions that it is prepared 
to take major market shares in 
the building materials indus- 
try.- and Pflldugton obviously . 
fits the foost Important crtte-, 
ria. “Tf a(Ud did materialise, 
our view fe that a price of over 
250p a share wotud result in 
success" they concluded. 


firmer as rate hopes revive 


FINANCIAL TIMES STOCK INDICES 


Wellcome recovers 

Wellcome’s rapid rise of 20 
to 463p left traders attributing 
this to a thortage of stock ana 
sparked contradictory views 


l Moore of UBS 
Drew said the corn- 
been making presen- 
to institutions, of 
latest was yesterday.' 
ist weakness in the 
I think they have 
f far . in a technical 
m an oversold posi- 


pany hi 
tations 
whicht 
He fori 
shares: 
risen- i 
rally fi 
tion” 
Ur B 
Capel I 
view o 
mance- 
a tech] 
traded < 


jin Gilbert at James 
ok a more positive 
the shares' perfor- 
ie suggested there was 
Leal position in the 
rtions market, -with an 
iproaching, which was 
fog the buying of the 
his was no bad thing 
the stock should be at 
am and this price was 
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other side of the Atlantic. 

At the close, the FT-SE Index 
was 16.9 points ahead at 
2478.7, just below the best of 
the day. Turnover remained 
relatively, high, with Seaq voir 
ume at 509.3m shares, against 
Tuesday's 5753m. Traders said 
that equity volume was again 
swollen by substantial tax-loss 
trading, including the repur- 
chase of stock sold for this pur- 
pose at the dote of the previ- 
ous session. 

Equity strategists. sounded 


“not unjustified". 

A switch recommendation, 
issued by broking house Hen- 
derson Cr os th waite, out of 
Cable and Wireless and into 
Racal TCJecom boosted the lat- 
ter 4 to 288p. Cable, helped by 
the overall strength of the mar- 
ket, improved 3 to 458p. 

Henderson’s telecoms spe- 
cialist Mr Brian Newman, Mid 
Racal Telecom and Cable were 
on the same market rat- 
ing - 15 times pflmtn gw — but 
that Racal Telecom was “grow- 
ing twice as fast as Cable - 20 
per cent against Cable's 10 per 
cent”. He also pointed to the 
greater risk factors at Cable, 
both from the uncertain pros- 
pect in Hong Kong and also 
from the duopoly review In the 
UK, which is expected in the 
new year. 

Mr Newman added that the 
next move in Racai’s installa- 
tion rates “is going up”, and 
that the problematical “chum” 
rate is being purged. 

The suggestions by Astra, 
the Swedish mater of a drug 
that competes with Glaxo's big 
seller Zantac, that it would 
secure further drug approvals 
next year added to Tuesday’s 
weakness in Glaxo. The shares 
lost another 10 to 844p. 

Brewing sector leaders bene- 
fited from a late run. Grand 
Metropolitan climbed 15 to 
671p, with several traders sug- 
gesting there was some man- 
oevering ahead of an American 
Depository Receipt listing next 
March. An ADR makes it 
easier for the shares to be 
traded by US institutions. 

GrandMet’s rise poshed 
other Issues higher. Guinness 
added ® at 784p and Scot- 
tish & Newcastle firmed 7 to 
371p. The exception was Allied 
Lyons, down 3 at 484p, still 
held back by concern over a 
possible large overhang of 
shares early in the new year if 
Olympia & York, the Canadian 
property developer, disposes of 
a state arising from a holding 
of convertible stock. That state 
would add 9.4 per cent to the 
enlarged equity of Allied. 

Stock shortages in the banks 
area became more acute and 
left good gains across the 
board. Lloyds added 10 at 292p 
and Barclays 7 at 360p. A large 
trade in Standard Chartered 
was said to have been a bed 
and breakfast dial. 

Guardian Royal Exchange 
shares were heavily traded, 
closing 4 ahead at 190p on &5m 
amid persistent market hints 
of stake-building. It was 


unconvinced by the arguments 
that UK interest rates can fol- 
low the US discount rate down- 
wards in the near fixture. “The 
main problem for the British 
authorities is the steriing/D- 
Mark rate,” commented Mr 
Bob Semple at County Nat- 
West. Yesterday's pronounced 
weakness in sterling against 
the German currency was seen 
as a warning sign of the likely 
outcome of any near-term 
reduction In UK rates. 

The healthy level tins week 
in Seaq daily volumes, which 
incorporate both customer and 
inter-dealer business in equi- 
ties, appears to mask the 
expected decline in genuine 
investment activity as the 
institutions wind down 
operations ahead of the year- 
end. Data on equity retail busi- 
ness, published by the Interna- 
tional Stock Exchange, shows 


that customer Interest in 
shares slipped to £639 .2m on 
Monday from the £lbn-plua 
daily totals recorded last week. 

Many, but not all, institu- 
tions, will drew the line under 
1990 investment by the end of 
this week. Their current 
operations are largely con- 
cerned with establishing tax 
losses, or merely tidying up 
portfolios by moving into 
stocks which have advanced 
this year, and weeding out the 
less attractive features. 

The market was also encour- 
aged yesterday by a return of 
bid activity as the news that 
BTR has marginally increased 
its stake in Pilkington, the 
world leader in flat glass man- 
ufacture, revived hopes that 
the UK conglomerate may be 
poised for another attack on 
Pilkington. However, other 
names have been suggested as 
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announced after hours that 
Guardian Royal had raised its 
stake in Hambros, the mer- 
chant hank, to 9.9 per cent, 
with some specialists seeing 
thin as a defensive move. 

After a lower forecast from a 
securities house on Monday, 
Tarmac was lifted by a buy 
recommendation from BZW. 
The securities house said that 
while it had reduced its esti- 
mate from £22Qm to £I90m for 
this year, it had Increased its 
projection for next year from 
£200m to £210m. BZWs opti- 
mistic view on profits in. 1991 
was based bn. higher expecta- 
tions for UK housing. Tarmac 
rose 6 to 239p. 

Disappointing results put 
pressure on Harrison Indus- 
tries, which sank 12 to 57p. The 
company announced profits of 
£422,000, down from the previ- 
ous years- £1.7m, and stated it 
was taking a cautions view of 
business in the near term. 

Croda International suc- 
cumbed as Mr Ian John of 
County NatWest reappraised 
prospects for the stock. The 
analyst only fine-tuned expec- 
tations for the current year out 
lowered his estimate for 1991 
by £5m to £34m. The previous 
figure was too high, said Mr 
John, because of factors rang- 
ing from sterling influences, 
rising depreciation on new 
plant and higher interest 
charges, to the demand down- 
turn in the chemical industry. 


The shares closed 3 off at 156p. 

Wall Street influences moti- 
vated fresh demand for Siebe, 
which rose 13 to 338p, while 
revived takeover hopes lifted 
Cookson 3 to 104p. 

The big three stocks in the 
oil and gas group continued to 
perform well as crude oil prices 
edged higher and energy ana- 
lysts maintained their prosltive 
profile on the area. In their lat- 
est monthly oil report, the 
Smith New Court team takes 
the view that “the odds favour 
a militar y ranflint in the Mid- 
dle East”, and continues to rec- 
ommend an overweight peti- 
tion in the sector. 

Smith envisaged a downside 
of “perhaps 5 per cent” in the 
event (tf a peaceful outcome to 
the crisis, but points out that 
in the event of military conflict 
the upside could well be some 
20 per cent Smith notes that 
the current sector relative of 
238 compares with the 800 level 
reached during the heat of the 
1979 oil crisis. 

Shell, Smith’s favoured stock 
in the majors, improved 3 more 
to 462p on 45m. 

Electronics group Unitech 
dropped to 207p in a belated 
reaction to the profits down- 
grading carried out at the start 
of the week by Unitech’s bro- 
ker UBS Phillips & Drew. A 
clumsily carried out sale of a 
line of 100,000 shares was said 
to have been behind the steep 
decline in the share price. 

UBS lowered its full year 
expectation to 222m, or 15.1p a 
share of earnings, with the 
Interim figure pencilled In at 
6.9P of earnings, or £10m 
- down 19 per cent 
‘Yesterday was one of the' 
lowest volume days of the year 
for engineering issues, and one 
analyst commented that “fond 
managers in general have 
decided that the tmdarpexfarm- 
ance of the sector has been set 
in stone”. Against this back- 
ground, British Steel featured 
with 24m shares traded, partly 
supported by a bed-and-break- 
fast deal. The stock closed 
unchanged, however, at llSp, 
after having risen to 120p dur- 
ing the day. 

There was very little evi- 
dence of seSing pressure in the 
electricity issues from private 
investors, many of whom 
received their share Jiiptmanhe 
yesterday. Turnover in the sec- 
tor remained “very slow”, as 
one dealer put it, in spite of the 
first trickle of selling orders 
from the public. 

However, it was also pointed 
out that the Christmas post 
may well have held up the 
main, body of the allotment 
letters. Tomorrow is seen as 
the day when small investors 
will have to decide whether to 
take a profit on their holdings 
or hold an for the long-term 
-benefits. The so-called instant- 


possfljks bidders for the glass 
mater. 

Although London shares 
ended firmly, there was some 
disappointment in very late 
trading at Wall Street’s unin- 
spiring start to the new session 
- the Dow was barely ahead 
when London closed for the 
day. UK analysts commented 
that the cut in Federal dis- 
count rate could prove a two- 
edged sword for other world 
markets. The cut was clearly a 
reaction to growing recession- 
ary pressures on the US econ- 
omy and to the severe pres- 
sures on US banks, which were 
indicated by the dividend cut 
announced overnight by Citi- 
corp. the biggest US bank. 

Equity investors were also 
restrained by the new uncer- 
tainly over the Gulf crisis, sig- 
nalled yesterday by a modest 
finning in crude oil prices. 


dealing operations were said to 
be up and running as from yes- 
terday. 

Suggestions of big support 
from Japanese institutions 
were said to have been exag- 
gerated. “They may well have 
played In a big way last week 
via the Package, possibly 
unscrambling the hnimnga but 
even then there was no great 
wave of activity,” it was said. 

East Midland was the best 
performing disco yesterday, 
closing 3 higher at I51p on 
L9m, while Hanweb, Northern 
and Narweb were each 2 bett e r 
at Z75p, 146p and 153p respec- 
tively. The Package settled £8 
higher at £1523. 

Press comment preaching 
caution on water shares put 
paid to any further outperform- 
ance by the sector. The weak- 
est showing came from York- 
shire, which Slipped 5 to 266p, 
while Northumbrian eased 4 to 
280p. The Package was £22 
down at £2583. 

Traders acted on a belief 
that a line of 6m Ladhrake was 
overhanging the market as a 
result of the previous day’s 
programme trades. Their 
efforts to leave the holder of 
any such block floundering left 
the shares 4 lower at 254p. 
There were also suggestions 
that a large agency broker had 
trimmed Its forecast after a 
visit to the company. 

European Leisure dropped 12 
to 24p after the company’s 
chairman said that “trading 
conditions are the worst for 
over a decade”. 

Further disturbing rumours 
sent Shivers through the prop- 
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erty sector. Ford Sellar Morris 
Properties, on tike unlisted 
securities market, saw its 
share price plummet on talk 
that it was having difficulty 
refinancing some of its larger 
projects. The stock plummeted 
19 to 23p during the day but 
recovered to dose at 37p, down 
5, after the company Issued a 
statement denying the 
rumours and indicating that its 
banters were satisfied with the 
company’s situation. One spe- 
cialist marketmaker com- 
mented that, in the propert y 
market’s present environment, 
the outlook for highly geared 


companies was bleak. “There Is 
no smoke without fire,” he 
said, “and the support level is 
vary low." 

Resilience was seen in some 
property issues, however, with 
Great Portland Estates gaining 
7 to 220p. 

Courtney Pope recovered 10 
further to 43p on a stream of 
small birying orders, according 
to a dealer. Sentiment was no 
doubt helped by an agency 
report that the rump of the 
company was trading profit- 
ably. Last week the shares 
plunged to 15p after Courtney 
reported a retained annual loss 


of £7.6m and the appointment 
of receivers at two lighting 
subsidiaries, which it had been 
unable to sell. 

Favourable comment on the 
excellent mid-term results, 
which the chairman said 
reflected not only the success 
of acquisitions but also a good 
measure of organic growth 
from existing businesses, 
pushed Mosaic Investments up 
13 more to 283p. 

■ Other Market statistics, 
including the FT-Actuaries _ 
share indrtt. Page 22 
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FINANCIAL TIMES THURSDAY DECEMBER 20 IW0 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


DM benefits from US rate cut 


THE D-MARK was the main 
beneficiary yesterday of the 
reduction in US interest rates 
as investors continued to 
believe that German monetary 
policy will be tightened in the 
new year. 

Sterling, the French franc 
and the Japanese yen all suf- 
fered from the mark's strength, 
while the dollar was underpin- 
ned by renewed concern over 
the Gulf crisis. 

Turnover in the currency 
markets was low with much of 
the day's business confined to 
position squaring and other 
technical transactions before 
the year end. 

The reduction in the US dis- 
count rate to 6^ per cent from 
7 per cent came earlier than 
many analysts had anticipated 
and triggered a modest flow of 
funds from the dollar into the 
mark. 

The cut in US rates initially 
caused the dollar to fall 
although by the time the Euro- 
pean markets had opened the 
US currency had already 
begun to claw back some of its 
lost ground, particularly 
against, the yen. 

The news that US third quar- 
ter gross national product was 
revised to up 1.4 per cent from 
a previous estimate of 1.7 had 
tittle impact on the dollar. 

Analysts said the two-way 
pull on the dollar is likely to 
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continue. The weakness of the 
US economy could force fur- 
ther easing in monetary policy, 
which will weaken the dollar. 
But the threat of military con- 
flict In the Gulf could provide 
the dollar with support as a 
safe haven currency. 

The dollar closed lower at 
DM1.4785 from DMI.4840; at 

SFrl-2695 from SFrl.2700; at 
FFr5.0400 from FFr5.0550. The 
dollar’s index rose 0.1 to 609. 

Sterling was another victim 
of the mark’s strength as talk 
of an EMS realignment swirled 
around the market. A report 
that UK interest rates could be 
cut even if sterling remains at 
the bottom of the Exchange 
Rate Mechanism was a further 
source of weakness. 

However, most analysts 
thought an early cut interest 
rates highly unlikely. “With 
sterling at DM&85 the idea that 
a cut in rates will have no 
impact on it is overly optimis- 


tic, to say the least, 1 * said Mr 
Christian Dunis of Chemical 
Bank, 

Sterling closed lower at 
DM2.8550 from DM2.8725; at 
$1.9315 from $1.9350; at 
SFT2.4525 from SFr2-4575; at 
FFr9.7350 from FFr9.7825. Ster- 
ling’s index closed at 93.1. 
down 0.2 point. 

The absence of a diplomatic 
solution to the Gulf crisis con- 
tinued to undermine the yen. 
Since Iraq invaded Kuwait. 
Japan’s dependence on 
imported oil has left the yen 
vulnerable to any worries over 
tension in the Gulf. 

The dollar rose to Y134.10 
from Y133.25, the mark 
advanced to Y90.65 from 
Y80.75- 

The French franc also came 
under pressure following the 
reluctance of the monetary 
authorities to raise French 
interest rates. The mark closed 
at FFr3.410 from FFr3.405. 
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215850 - 2159.50 
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10.7975 - 103375 
25850 - 25950 
20.07 - 20-10 
24475 - 24573 
U9S5-1396S 
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CURRENCY MOVEMENTS 


COnstental rate taken torn# tbe end of London tradi* Slx-mortk toward dote 583-5 J 6 q»n . 12 Manta 
9.0M.90com 


DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 



Morau 6mra*tr Uiaajes: average 
O- 1962 -100. Bart of Englnd Index (Ban 
Anrage 1965-100). **RMe are ter Oee. 18 . 


CURRENCY RATES 
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3071200672) 
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134 204 

085 
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7.25 240122 

1DV 724661 

12 ij 160924 

6 190595 

8 8JJ6599 

136-276 
11 102746 


Oxnmtntal rate utan Writes tte end td London tram, i UK. btted and EflJ me «xxnl ta US tmremy. 
Ftawnl pontes and dtoauna apply ta the US dote and net to tM iKTHdul t w i e nor. 


EURO-CURRENCY INTEREST RATES 


Ttaee 5b 
Hands Marts 



14-13* 13A • 132 

7v - 7s Tt-ier 
u*-u\ nS-ifii 

lie a :u 


THKE MONTH ESMtaUUK 
Wlnpahdsariflm 

Bom KM Inw ter. 
Mm 90.81 9086 9068 9067 

Jin 90.95 90.97 9084 90.82 

S» . 9100 9104 9099 90.95 

Dec 9111 9110 91.09 91B6 

Mm '9220 9215 

Jtat 9120 9215 

So 9L20 9219 9219 9215 

OK 9220 9213 

Estimated ratine 15TO <67621 
Prates daft open M. 62552 (622X6) 


Open dost Grant Kte Low 
December 0966 B9.72-- -toiS B933 8964 

Mmcb 89J3 8980 *0.07 8980 89.72 

Jus B9fl3 89 97 *032 99.92 6980 

September 9985 8985 - 89m 8905 

Fnlratnl rate* 9,00? Tend Open taerat 22241 

CAC-44 FtmiCS QMTIF) Start total 


December 16150 15910 

Jwxarr 1671 n i*n?n 

Februmj 1624.0 16096 

MM 

Estimated rate* 10,150 Total Open Interest 9.3M 


High low 

16150 1578,0 

16ZL0 1588.0 

16266 1MI6.0 


Ic'a. »i-A io| -S* 
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8:S M A:K. A.% 

72-74 8 * - 81 , 76 - 7 % 7 ?- 7 %* 


■78 pm MV I**)®?* ays Brant: fteiwn8%-8% per ten; Iheian 
b rates an call (ta US Mun and Japanese Y«c otera. two (tars' notice. 
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CROSSWORD 


No.7,424 Set by CINEPHILE 


MONEY MARKETS 


UK rates soften 


UK money market rates eased 
yesterday following a newspa- 
per report which suggested 
that sterling's weakness within 
the European exchange rate 
mechanism would not prevent 
reductions in interest rates. 

The key three-months inter- 
bank rate fell A paint to 3.4-13% 
per cent In the futures market, 
March short sterling rose 12 
points to 87.69. 

Once again the Bank of 
England provided sufficient 
liquidity to meet the markets 
day-to-day credit needs. A total 


UK cteRrfas tank toss Mag rate 
14 per rent 
tram October 8, 1990 


of £i.lQitm of bills were 
purchased compared with the 
shortage of £Ubn. 

During the morning, the 
Bank bought £163m of band 2 
bank bills at 13% per cent. 
Before lunch a further £235m 
of bills were bought, including 
£14m band 1 bank bills at 13 % 
per cent; and £25m of Treasury 
and £lS6m of band 2 bank Mils 
at 13% per cent. 

In the afternoon, the Bank 
injected a further £493m, 
including in band Z, £l07m of 
Treasury and £170m of bank 
bills at unchanged rates. In 
band 2 it bought £216m of hank 
bills at 13% per cent Finally, 
late assistance of around 
£2i0m was provided at 


unchanged rates. 

Among the factors 
contributing to the shortage 
were Mils maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury Mils, which drained 
£742m. A rise in the note 
circulation absorbed a further 
£380m and Exchequer 
transactions £95m. This was 
partly offset by bankers' 
balances £75m above target 

In Brussels the National 
Bank signalled a further 
tightening in monetary policy 
after It raised the interest rate 
on 14-day securities repurchase 
agreements and cut liquidity at 
its weekly auction of the paper. 
The central bank said it 
allocated repo agreements 
worth BFriO-825bn at 9% per 
cent from 9& per cent last 
week. The repos replace 
agreements of BFrl2.75bn 
expiring tomorrow. 

In Frankfurt call money 

rates eased to 8-25-35 per cent 

from 8.40-50 following the 
Bundesbank's extra injection 
of liquidity into the banking 
system in this week’s tender 
for securities repurchase 
funds. The central bank added 
a net DRELSbn marks into the 
market. 

The Bundesbank allocated 
one-month funds mainly at &55 
and 8.65 per cent, while 
two-months liquidity was 
allocated at 8.75 and 8A5 per 
cent A total of DM23Jtm was 
injected. 
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MONEY RATES 
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Treasury Bills and Bonds 
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LONDON MONEY RATES 


Interbank Offer 

ftHBWnkBM 

Sterling COS 

Local AnUrartty Dess. ... 
Local flvUwrlb Bowb .. 

DtseeoM MH bem. 

Contaaoy Deposits ....... 

Finance House Deposits 

Treasury Bills (Buyi 

BankBlHjIBm) 

Fhw Trade Blllj <Bbt».. 

Dollar CD* 

SDR Linked Dtp. Offer. 
SDR Unite Drp. BM... 
ECU Linked Dep. Offer. 
ECU Unite Dtp. BM ... 


7.65 7.48 

9i 9 

fA S', 
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Kommunlaneinstitutet 

Aktiebolag 

UA 12,000,000 7 3 /4% Bonds 1978-1993 

On December 6, 1990. Bonds for the amount of UA 800,000 have 
been drawn for redemption in the presence of a Notary Public. 

The Bonds wffl be redeemable coupon due January 25. 1992 and 
fo Bowing attached on and after January 25, 1991. 

The drawn Bonds are those, not yet previously redeemed, included 
in the range beginning 

at 3434 up to 5447 ind. 

Amount outstanding: UA 1 ,500,000 

Bonds previously drawn and not yet presented for redemption: 

1920 4043 U) 4046 ind. 4557 and 4558 

3251 4059 4562 - 

3270 to 3273 ind. 4066 to 4068 ind. 4568 to 4570 ind. 

3294 4033 to 4097 Ind. 4596 to 4538 Ind. 

3297 4180 to 4182 fnd. 4608 

3317 4164 and 4185 4617 

Mg* 4208 10 4210 fncL 469210 4696 tad. 

3344 and 3345 4340 4 741 

3349 and 3350 4370 4745 to 4747 ind. 

3368 4412 4812 

3376 4486 and 4486 4885 and 4888 

4034 10 4038 ind 4532 to 4551 fe*. 

Luxembourg, December 20, 1990 

The Pbcal Agent 

© KREDIETBANK 

S.A. LUXEMkOURGEOISE 


P has the same meaning wherever Is occurs in the dues 


4557 and 4558 
4562 > 

4568 to 4570 ind. 
4596 to 4598 tad. 
4608 
4617 

469210 4696 tad. 
4741 

4745 to 4747 ind. 
4812 

4885 and 4888 


Tramra Bills btaU: tee-nwrth 13tt per cent; lira months 13 A 

cent; Bonk Bills (HID: eoe-nwnth IJH te canl; Owe months & i per rant; Treasury Bilb; 
Average tender rate of d I taunt 13 0040 pt ECCO Fined Rate Steffi ng Export Finance. Malta up 
day Novanhcr 1 .1990 . Aamd rates ror period Oee 26A990 to Jan S71991. Scheme 1: 1AM 
n.c.. Schemes H & ill; 1467 p.c. Refertra* raw lor period Not 30,1990 ID Ntrt 30 . 1990, 
Sm IVAV: 13.698 p.c Local Authority hud finance H oases sens days' notice, others sen 
days' flwd. Ftawue Homes Base Rata 14 from December 1 , 1990-. BukDetmltRaus for sum 
at seven dap notice 4 per cent. Certificates of Tax Deposit Series 6L Depart £100.000 ud onr 
beM wider on month 10^ per con,- oae-ilurainoaUs 12 per cent; tbree^fmcptra 12 per cata; 
sls-dne martls 12 per cent; aineterahe uienths lib OB' cent; Linder {100,000 20b W Cent 
from Oct 8,1969 . Deposits urnWraura for cash 5 per cart. 


r cent; tine months 13 Aper cent; tax months Z2b per 
| per cad; three months ttji per cete Treasuw Biw; 
p.c. ECCO Flced RateSuau™ Expratnoaoce. Malta id 
period Dec2M990 to J« S, 1991. Scheme 1: 14J» 



ACROSS 

l p finds energy at opening of 
public house (6) 

4 Female beasts live in cutters 
f3-5) 

10 P - possibly I perused one 
O) 

11 P of the second water? <5) 

12 P of Borne <4) 

13 P - what be says has value 

m 

IB Sol v til's return after cover- 
ing P C7) 

16 P of little length and great 
weight (6) 

19 Expression of disbelief in 
compiler's shoe (2.4) 

21 Enclosure in vessel for 
queen and P (7) 

as Sprang up without cur- 
rency, It’s clearly shown 
(«> 

25 Chessman needing redemtv 
tion (4) 

27 Pread by small boy®) 

28 P dresses hussy with lace ( 9 ) 

28 Sound of game continued by 

P<8>- 

30 P like this in the other 
direction (6) 

DOWN 

1 Embarrassed female heard 
with expressi o n of contempt 
(?) 

2 Fairy and what might 
almost sound like one for 
outer boundary (9) 

3 Too much publicity for 
unworthy person (4) 

5 Owns one obscure Jewish 
group (7) 


6 Young Tory politician, 
turned by law into another, 
makes gtveart (4-6) 

7 Bed Robin? © 

8 Look at the boH(B) 

9 Instincts come to nothing fa. 
frigid folly (8) 

14 Thirty pieces of stiver, bad 
omen during oath (5,5) 

17 They prevent aristocrats 
being beheaded without 
pets climbing in <9) 

18 Drink up - South African 
money’s coming in for 
descendant (8) 

20 Amphibian, eating sbUotIi 
gets round in storm (7) . ., 

si Female beast makes penulte 
mate change in cutters (3-3) 

22 Having little value, died 
during tease <&$> 

24 Learning name of film star 
(5) . ,< 

28 Go away on foot, we hear (4), 

Solution to Puzzle No.7,423 : 
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H a H 0 H nBa QBOBGU 

El Cl D D D u t] u 

□aacjQaraafcf quhqu 

ci u a u ti o u 

QQiiuuiou 

□ s a a ti o 

uaasutiQ dd0d 

□ □ U D D K E! 
HiaaaQ oQDenaQjju 
U u a Cl q u 13 u 
aaiiQiicj cusooBinuiy 
ID a □ D li) U u 
oaaauH cmoiflaupu 
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STANDARD AND POOR'S 

CSfflpatitct 3 3085 326-02 324 


tear's High 263936 Q6O0.74) Lev 250337 <2563.61) 


330335 326-02 32682 32934 366 95 

06/7) 

366.06 38L96 382-53 385.0 43737 

06/7) 

2335 2237 23.16 2331 3137 


295.46 368.95 4.40 

01/10 06/7/901 0/6/32) 

34636 43737 3.62 

01/10) 06/7/90 01/6/325 

1830 36.24 B.64 

<29/10 <9/10/8% 0/10/74) 


NYSE Chmpastte 

18039 

17832 

178.71 

180.06 

Amex IftL Vtks 

385.05 

303.99 

305.74 

306.71 

HASOAO CoMposttf 

37035 

365.72 

Manx 

37130 


Brtafom) Q975) 

FRANCE 

otcGtMioimno 

c*c40oin2wn 

OEHHAKY 

FAZ tttfeg Q1/12/SO 
Onvenbut 0/12/53) 
DAX <30/12*71 


31933 322.20 


3960 3164 

429.42 0535 

158932 139135 

628.99 63733 

17814 18071 

145734 1477.41 
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273824 
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TOKYO - Host Active Stocks 

Wednesday 19 December 1990 


8aocha Cursing Change Sucks Owing Chang* 

^ „ T !Sf >ma Price* on day Traded Prices on day 

Ntogonauel 36.1m 445 *5 Tatoei Coip 103m 1.030 0 

STomoMetaJ 21 8m 4G9 -2 MKK roan 416 -3 

MlWul Co 21.1m 607 + 1 M*m4 BhpMdg .... BBn. 364 -1 

Marubeni — — . 12Mm 716 +4 KaJJme Corp 9.7m t. 660 +40 

ITbleM Heavy — 112m 713 0 Blowo Cement ._ &3m 634 +17 


WORLD INDUSTRIAL REVIEW 



The FT proposes to publish this 
survey on January 14 1991. It will be 
of particular interest to 54% of Chief 
Executives in Europe’s leading 
companies and 94% of Captains of 
Industry in the UK who are FT 
readers The US Senate and House of 
Representatives receive hand delivered 
copies of the FT Daily. If you want to 
reach these important audiences, call 
Brian Heron on 061 834 9381 or fax 
061 832 9248. 
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FINANCIAL TIMES THURSDAY DECEMBER 20 1990 


3pmi prices December 7 9 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


2““?* _ W«to CJoo* PwS* 

Wtfi Low Stock Ota.ttd.E tOMflgh <-»" «aetoCtoaa 
- A-A -A - 

*5 8% AAR .48 &1 62157 9% 9 >4 S%+ % 

*5 7 % acm d un m a ah a* 


»b 9*1 AAR .48 £Ll 82W7 9% AM g% + 1* 

aji 7% acm a tjn u. t» s a% ab 

”> Ml ACMIn 1.26 12. 1388 10V 10% W% * V 

*% 8%AGUUnl0l O. 1208 7b 7% 7%* V 
17V 10 ACUMU IJO T2L 208 11V 11V 11b +% 

11% 6% MM Sc 1-26 13. 1829 10 9b TO + k 

9% ?k AGMStt 1X11 CL 1(02 3*2 3% 6*1- H 

M% 17 ALLOT .16 M9 339 23$ 23% 23*i+ V 


*% 8*2 ACM MM01 O. 1208 

*7*1 10 ACUMU 100 ra. 208 

11*2 flb ACM Eel 26 13. 1829 


12 Mean, PI an CfBM Tiw. 

Won 8M Oh. YULE iMeHtlta Uta AMaCkm 
10% 3% Bond 54 3% S *S 3% + % 

I 1-32 Bond wt 30 1-32 MB 1-82 

13V 71| BortC prl.TBfl lft W BBS 9*2 9k 9*4“ k 

12% 7% BarriCh 1.76* 20. M MM 9 »% «- % 


37% 27 Borden eiJS 3J 1718 29V 28 Z»i 
19*1 M% BOH0 £20* M 1< 18 15% »% 15% 

21% 18% BotaEd 102 74 440 20% 20 20% 4- % 

93 K MiM KL *370 M 88% 89 

13% 14% BoaE prl+8 I8L 52 14% 14% 14%-% 

28% 18k Bone* 140 64 8 598 21% 21% 21k- k 


4% I AUM 
18% 4% AM In pi 2 

70% 09% AMR 


70% 30% AMR 
25% 25 ANH pi 267 ia 
4 1% ARX 

72% 38% ASA 3 731 

3% 2 ATTC M 


3% 2 ATTC ml 

45% 31% AbtLOT «J4 14 215888 46% 44% 44% - % 

14 10% AHU a 40 T 10% 10% 10% - % 

U% 4%AotwG AO Mil TOT 4*s 4% 4%- % 
32% ig^AcuHno 21 3078 3% 25% 28%+ % 

18% W% AdsEx 1.T2B 12. S 14% 14% 14%-% 

W% 8*2 AOOta 10 9% 0 0% B%— % 

a»% IB AdOT D< 184 II. 20 10% 18% 16% 


588 1% 1 I - % 

‘20. 47 7 6% 7 

18 28128 30% 49% 60%+ % 

r 10. 1 29% 25% 25% - % 

58 1% 1% l%- % 

3 la 1574 42% 40% 42% +2 

415 2.4 1% 2 - % 


39% TO BffUUr £09* 7* 41404 TO 27% 27% 

47% 30% SrftOaS 2424 Ml 1 482 45% 44% 44% -1 

86% 5B%Brt8%M78 5.7 20 2*3 77% 77 77 - % 

14% 8 BH1P wt 842 8% 8 0% 

26% 30b Brtfld £»» U 111 a Z2% 22% - % 

57% 40%8rtTal £T2a 6* 11 346 57 98% 98%-% 

12 3% BnmBn 00 17 6 457 S% 6% 9%+% 

37% 26% BMP I.Mta Mil 59 31% 31 31%- % 

13% 6% Steak* jBBb U1J 6% «*«%-«*• 

33% a BUfUG 1*4 6214 273 28% 9 »% + *2 


21% 19k AdOT pf £40 12. 

11% 3% AMD 

32% 13 AMO pi 3 10. 

8% 1% AcNoM .18 7.1 


16 »% 18% 19% — % 

W 5% 4% 6% + % 


90 16% 16 16% 

a 2% 2% 2%- % 


58% a Amu 276 7.1 04315 39% 38% 39% 

12% 8% ASIPU .24 341 522 7% 7% 7% + % 

22% 10% Altmans 38 66 63108 13% 13 13% + % 


22% 10% Alunara 38 66 68108 13% 13 13% + % 

3% ItADBtal 5 34 9% 3% 3% - % 

61 42% AlrPrd 104 66 13 1808 64% 38% 84% + % 

27 13% AIrfrt * 33 1J 9 610 18% 17% 18%+% 

23% 11% Align 18 130 Q% 12% 12%+ % 


32% a ShtyUG 104 62 14 273 29% 3 29%+ % 

17% 8% B»nSft JO 32 M 18 9% 8% 9% 

a 13% BranGp 120 SJ 13 53 24 Mk 23% - % 
40% MkBmuFr M 10 13 9070 22% 23% 22% 

16% 8% Sunk M 42 82298 9% 8 9 + % 

26% UkBraWM n 61 M 271 U% 13% 14 - % 

29% 22 b Burtey* 680 II. a 76 34 OT% M + % 


17% 12 BunkrH 124a «. 48 14 U% «% + % 

14% lOVfiMmr 1.84 16 8 08 10% 10% 10%+ % 

W% B% Buna • 7 142 9% 8% 8 

39% 22% BurW® 120 61 81393 29% 29% 29 + % 


20% 13% AJrtMM 662 17. 7 H 14% |4% 14% 

10% 8 AMP dpLBT 61 a 9% 9% 9% 

92 84 AtaPpt£l8 62 0600 89 89 68 + % 
a «% AHAAJr JO 12 91593 «% 16% 18% , 

13% 8 AUmylB 26 1513 614 10% W U%- % 

31 19% AfcartD 620 7a 187 M 29% 30 - % 

22% U%AICalA 1 20 1213 3 18% 19% 18% + % 

37% 24% ARjtirt g .48 13 a 2054 * 35% 36 + % 

24% H% AlOB 1.12 67 93173 19% 19% 19% + % 

37% 27% AlCoSKI 88 22 13 417 33% 32% »% + % 

32% 16% AlauUx 1 4.4 18 402 23% 22% 22% - % 

58% aVWntf 21 22% a% 22% - % 


38% avourami^o at ibb 29% »% a + % 

9% 7% BrfNo pi Mt 9J 1 8% 8% 6% 

30% 38% Bffflse JO U 26 8534 38% »% «%- % 

«% WMBamPPlJM 11.94 44 12% 12% 12%+% 

11% 1%I 


«% W% BamPP 1J3B II. 94 44 12% 12% 
11% 1% BMUd 361 1% 1% 

- C-C-C - 

31% 14% CAS CovrlEB 86 84457 18% 15% 


4% as% cam jbo ia 

208% 131% OSS 440 26 

3% 1M8CCX 
«% 3% ax 


84457 18% 15% W + % 

17 4S2 »% 38% - % 

14 488 175% 174% 173 


18 18-18 15-16 16-16 
41 7% 6% 7 + % 


8% 1 Cf toco .18 14. 374 1% 1 l%+ % 
81% 33% OCHA 104 74 91175 41% 41 41%- % 


n% 74%AH«oCp ITS 61 8 14 81% 81% 8T%- 
34% 10% AlgLoil 6B8 34 0 «7 »% 23% 22% - 


42% 34 AHcPw 316 05 10 442 37% 37% 37% + % 

» 8% AltonG 8 440 11% 11% 11%+ % 

21% 14% Allan pflJS W- 1 17% 17% 17% - % 

19% IZliAhran SO 14 OT 2308 14% 17% 18% + 1 


8% 3% OOHJ 80 a 567 4% 4 


24% 19% ClPSCO 144 64 11 138 22% U 22 - k 

22% 12%CML 8 32 18% 18% W%+ % 


8 32 19% 18% M% + % 

38% 24% CMS &I0.48 1J 9 888 25% »% »%“% 

11% 2% CMS Enll 18 87 2% 2% 2%+ % 

IJ TO AS 84 84%- % 


19% 12% Alaron SO 14272308 18% 17% 18% + 1 

17% 11% MnCap 1.746 11. 14 180 Tfi% 19% lS% 

17 B%Anocn 210 10% 10% «%-,% 


12% 7% AJINEn 6704 1A 
15% 5% MtTcta n 
17% 17% AAPM II 
24% 15% 


864 9% 9% 8%+ % 

era u% is% is%- % 

7 17% 17% 17%+ % 


KM 40%CNAftl 1* 183 96 84 64%- % 

12% 6% CNAI 1.18 16 82 8% 8% 8%- % 

54% 82 CPC 2 2J 17 1727 81% 80% 81%+ % 
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AMERICA 


Fed signal fails to move 
narrowly mixed equities 


Wafl Street 

A QUIET morning on Wall 
Street saw equities turn nar* 
lowly mixed yesterday, as 
signs that the Federal Reserve 
had eased monetary policy 
failed to move the stock mar- 
ket. writes Karen Zagor in New 
York. 

_ At 130 pm, the Dow Jones 
Industrial Average was down 
3.46 at 2,62337, with advances 
leading declines by a slim 
edge. On Tuesday, the Dow 
closed up 33.41 at 2,626.73. 

The Federal Reserve gave a 
clear sign that it had cut its 
target for Fed Funds to 7 per 
cent from 7% per cent by arr- 
anging $1.5bn in customer 
repurchase agreements when 
the funds were chang in g 
at 7-b per cent. 

Although the move, which 
comes on the heels of a 50-basis 
point reduction in the discount 
rate, was widely expected, it 
was less dramatic than some 
bond traders had hoped and at 
midsession the treasury’s 
bellwether 30-year bond was 
down ft at 106& 

.. In the stock market, some of 
the biggest losses came from 
the technology sector, where 
IBM lost to $1 12% in heavy 
trading on reports that it 
would not start shipping an 
important piece of its Office- 
vision software this year. ShiP- 
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meats of the piece are already 
five months behind schedule. 

Digital Equipment also lost 
ground after the company said 
that it would invest $230m in a 
joint venture with Mannes- 
mann of Germany. At midday. 
Digital was off *1 at <58%. 

Citicorp was the most active 
issue of the morning on the 
New York Stock Exchange, 
sliding $% to $13% after 
adding $y* a day earlier on the 

news that the han> plana to 

slash its dividend by 44 per 
cent and reduce its staff by 
8 , 000 . 

A number of other bank 
issues rose after the easing in 
interest rates. BankAmerica 
climbed $1% to $26 VI , Manufac- 
turers Hanover added $1% to 
S22% and JJP. Morgan rose $% 
to $45%. 

American Express was 
unchanged at $21% in active 
midday trading after the com- 
pany confirmed that its Shear- 
son Lehman Brother brokerage 
business was discussing com- 
bining its back-office 
operations with Pruden- 
tial-Bache Securities. 

In the secondary market, the 
Nasdaq composite rose 0.06 to 
87035 at midsession. MCI Com- 
munications led the most 
active list, adding' $% to $19%. 

Meca Software plunged $2 to 
$6 , /a- A number of analysts 
have cut their secondquarter 
earnings estimates for the com- 


pany after Meca said late on 
Tuesday that an important 
new product had not been 
shipped in time for the holiday 
season. 

La Petite Academy plum- 
meted $2% to 35% after the 
company, which operates child 
care centres, warned that its 
fourth-quarter earnings would 
be significantly lower than 
analysts had estimated, and 
would fall below the 13 cents a 
share reported in 1989. 

Canada 

BITING "GOLD shares lifted 
To. nnto stocks out of the dol- 
drums in moderate midday 
trading. The composite index 
rose 113 to 3348.1. Advances 
led declines by 250 to 199 on 
volume of 16.6m shares. 

The Bank of Montreal cut its 
prime rate to 12.75 per cent 
from 13 per cent. Other banks 
were expected to follow suit 

Geld shares, led by Ameri- 
can Barrlck, rose after Comex 
bullion futures moved moder- 
ately higher. 

Platinova Resources slipped 
3 cents to C$1.57 after First 
Marathon Securities crossed a 
block of 2.18m shares. Cam- 
peau hit an aft-time low, drop- 
ping 5 cents to 37 cents after it 
announced late on Tuesday a 
nine-month loss of CS 10-82 a 
share versus a loss of C$8.77 in 
the same period a year earlier. 


Germany uneasy in the shadow of history 

Andrew Fisher reviews a year which is ending nervously after a record-breaking start 

T HE GERMAN stock tions are the issues of what They have been. hit' by the - lama at home and is investing state a£ the market. Moreove 
market stood in the will happen to the Soviet weakness of the dollar and. heavily in east Germany,' German shares are not s 
shadow of history this Union and the rest of eastern other currencies against the Czechoslovakia, and Stain, so cheat) bv international atai 


T he german stock 
market stood in the 
shadow of history this 
year, and the experience was 
not altogether comfortable, 
hi the first few months, the 

visionary gn*hiuriacm brought 
on by the collapse of East Ger- 
many and the prospect of unity 
continued to drive the bourse, 
which touched a historic high 
at the end of March. But the 
exhilaration eased, problems of 
unification began to unfold 
and. In August, Iraq's invasion 
of Kuwait brought on an 
untimely cold spelL 
The DAX index, 10 per cent 
above the 1969 year-end level 
by March 30 this year at nearly 
1,970, had plummeted to 3^335 
by September 28 for a net fall 
since the start of the year of 25 
per emit It closed yesterday at 
1,45734, down 19 par cent on 
the year to date. 

The immediate outlook is 
confused. Will the Gulf crisis 
pass off peacefully without 
wiiaing too much damag e to 
the world economy as many 
countries move into recession? 
Or will a war over Kuwait 
accelerate the economic down- 
turn? Win the US enter a long 
recession, or will its problems 
be less severe than many fear? 
On top of these two big ques- 
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tions are the issues of what 
will hapnen to the Soviet 
Union and the rest of eastern 
Europe, as well as the stabil- 
ity of the Japanese financial 

system. 

Trinkhaus & Bnrkhardt, the 
DfisseMorf bank, has put -the 
worst and most favourable sce- 
narios side by side in its latest 
stock market review and baa 
left investors- to dedde for 
themselves. The. stock market, 
is already discounting much of 
tiie most pessimistic version, 
but more bad news could easily 
tip It into further decline. 

For German shares, the dif- 
ference between the booming 
domestic market and the 
sharper competition and 
weaker demand abroad has led 
to a considerable divide 
between -profits trends at lead- 
ing companies. Mr Christian 
Heger, a Trinkhaus analyst, 
notes: “Companies which are 
heavily involved in the home 
market have been, showing 
marked profit rises, while 
those with a high share of busi- 
ness fro m outside have experi- 
enced fating results.” 

The big chemical concerns, 
BASF, Bayer and Hoechst, 
have suffered steep slides in 
third quarter in spite of 

a alight rise in volume sales. 


Thev have been , hit by the 
weakness of the dollar and 
other currencies agafaat the 
D-Mark, the slowdown in 
growth in some key sales 

tha and otheaM^^St^to 
prices sparked off by the Gulf 

FT-A Worid kuSces h local 
currency (rebased) 



crisis. Thus 1991 looks like 
being difficult after the second-. 

pf thi« y par 

Car companies have also 
been knocked by adverse cur- 
rency and profit trends abroad, 
with Volkswagen having addi- 
tional problems In South 
America. VW has cost prob- 


lems at Hnnw and jg In v esting 
heavily in east Germany, - 
Czechoslovakia, and Spain, so 
analysts have downgraded 
their earnings forecasts, even 
though its cars have been sett- 
ing well in Germany. 

Up to mid-December, the. 
German motor and compo- 
nents sector was among the 
worst performers in Germany, 
along with chemicals, and iron 
and steel. All three^ showed 
declines of well over 20 per 
. cent. 

. . - The winners, . have been 

- industries best placed to; profit . 
-from,. the newly enlarged: Ger- 

‘ nan market; namely consumer . 
goods (up by more tiumlO per 

- cent) and retailing, construc- 
tion:*!*! property.-. 

• Altogether, Trinkhaus 
expects earnings per share in 
Germany (based on the 30 DAX 
stocks) to fen by 5 per cent this 
year after a gain of 11 per cent - 
in 1989. In 1991 they should 
edge op by J per cent The high 
index weighting of the belea- 
guered cyclical sectors, such as 
chemicals and automobiles, 
accounts for the drop. 

At this stage, reckons Mr 
Heger, “it is too early to Look 
for a change in. the market 
trend”. The volatility of recent 
days has shown the confused 


stale of the market. Moreover, 
German shares are not so 
cheap by international stan- 
dards that they have become 
an automatic purchase. “Thor 
■Piice/earnings ratios are not 
sue* that you can say people 
have to buy,” Mr Heger com- 
ments. 

Even the most profitable 
German companies are facing 
higher costs, both of raw mate- 
rials and of labour. The Bund- 
esbank, which. ha« reinforced 
tin deter mination to keep the 

currency strong and monetary 
policy tight,- is .worried about 
the' threat of 10 per cent wage 
deals - and ' the prospect that 
inflation could go above the 
present S per cent Thus fur- 
ther interest rate increases can 
not be ruled out 
- With caution and selectivity 
the obvious watchwords for 
1991, analysts are tending to go 
for safe blue chips such as Sie- 
mens. the electrical and elec- 
tronics group, the Veba energy 
concern, Deutsche Bank and 
insurance group Allianz. Aft 
are big ami resilient enough to 
withstand external shocks, as 
well as being energetically 
Involved in east Germany, 
although the profits from unifi- 
cation will be preceded by 
heavy investment programmes. 


Early optimism over US rate cut fades away 


Nikkei approaches 25,000 
on sharp rise in volume 


Tokyo 

EQUITIES rose in increased 
volume yesterday on hopes of 
lower Interest rates following 
the discount rate cut In the US, 
unites Emiko Terazono in 
Tokyo. 

The Nikkei average, while 
losing some of its upward 
momentum in the afternoon, 
closed 452.76 higher at 
24,876.78. The index opened at 
the day’s low of 24,47331 and 
soon reached the day's high of 
25,063.86, passing 25,000 for the 
first time in seven weeks. It 
could not sustain that level, 
however, as investors took 
profits. 

Volume swelled to 620m 
shares from Tuesday’s 350m as 
institutional interest was whet- 
ted by prospects of lower inter- 
est rates. Gains outnumbered 
losses by 686 to 278, with 171 
issues unchanged. The Topix 
index of all first section stocks 
climbed 3033 to 1,821-41, and in 
London the ISE/Nikkei 50 
index put on 433 to 1393.02. 

;• Buyers were undeterred in 
early trading by reports that 
Mr Yasushi Mieno, governor of 
the central bank, had firmly 
denied that the interest rate 
seduction by the US Federal 
Reserve would affect monetary 
policy in Japan. 

However, the market lost 
steam in the afternoon on 
statements by a spokesman at 
the US Department of Defence 
that America would start fight- 
ing Iraq on January 15, the 
deadline set by the UN Secu- 
rity Council for an Iraqi with- 
drawal from Kuwait. 

High-t ec hn o logy stocks con- 
tinued to strengthen. Sony 
gained Y170 to YG.23Q. TDK 
added Y1S0 at Y4.490 and Pio- 
neer moved ahead Y170 to 
Y4,120. 

• Some traders attributed their 
rise to year-end window dress- 
ing. but Mr Stephen Hill at Jar- 
dine Fleming Securities said 
export-related issues were 
bought on the weakness of the 
yen. “The dollar firmed against 


the yen despite the Fed’s rate 
cut," he added. 

Financials were sought on 
expectations of lower interest 
rates and a feeling that they 
had been oversold. IBJ appreci- 
ated Y190 to Y3360 and Mitsu- 
bishi Bank Y170 to Y1390. 

Construction Issues were in 
demand. The sector had 
recently been depressed on 
worries over felling land prices 
and a proposed land tax. Obay- 
ashi gained Y60 to YL830 and 
Kajima Corp added Y40 at 
YUBBOl 

Some large-capital issues 
were heavily traded, although 
interest in steels and shipbuild- 
ers s ubsided. 

In Osaka the OSE average 
advanced 35931 to 26,65538 on 
volume of 93.4m shares, well 
above Tuesday's 54.9m. Nin- 
tendo rallied Y300 to Y20300. 
The issue had previously been 
sold on concern over margin 
positions and depressed sales 
in the US. 


Roundup 

ANTICIPATION of moves to 
improve the domestic economy 
boosted New Zealand, but trad- 
ing throughout the Pacific 
region was quiet yesterday. 

NEW ZEALAND advanced 
by L4 per cent in expectation 
of a government economic 
package, announced after the 
market closed. Investors hoped 
that the statement would lead 
to a reduction in interest rates. 
The Barclays index rose 1639 
to U90.0& 

Turnover was boosted to 
NZ$139m from Tuesday's 
NZ$12. Lm by a block sale of 
60m Carter Holt Harvey shares 
worth NZ$130.8m. National 
Mutual Life Association sold 
the shares to Brierley Invest- 
me ats, which raised its stake 
in CHH to 21.1 per cent from 
9.6 per cent, while National 
Mutual lifted its holding in 
Brierley to 5 per cent from 13 
per cent Brierley rose 5 cents 
to 99 cents, while CHH lost a 
cent to NZSL94. 

AUSTRALIA firmed slightly 


from the previous day’s 33- 
znooth low, but economic wor- 
ries restrained buying. The All 
Ordinaries index edged up 03 
to 1,284.1 in turnover of 
A$254m, up from A$193m. 

Continuing concern about 
Adsteam's restructuring pulled 
the stock to a record low of 15 
cents, before it ended the day 4 
cents, or 20 per cent, lower at 
16 cents. David Jones, an 
Ads team associate, fell 6 < *** n * <i 
to 34 cents after stating that it 
was unlikely to pay a dividend 
In the current year. 

Howard Smith advanced 11 
cents to A$4.06 after directors 
said that profits for the year 
would be at least equal to last 
year’s. Foreign demand lifted 
Coles Myer, the retailer, 18 
cents to AJ8.14. 

National Australia Bank lost 
2 cents in busy, dividend-re- 
lated trading of 113m shares. 

TAIWAN went into reverse 
after an early rise, with the 
weighted index ending 9234, or 
2.4 per cent, lower at 3327.08 
after reaching a day’s high of 
4,045.27. SEOUL dropped 
through the 700 level on the 
composite index as investors 
sold to raise funds to settle 
their accounts by the end of 
the year. The index lost 834 to 
69734 in low turnover. 

BANGKOK'S SET index rose 
434 to 62338, although gains 
were limited by selling trig- 
gered by a decline in Siam 
Cement, which is heavily 
weighted in the index. Siam 
Cement, which lost 200 baht at 
one stage, ended 40 baht op at 
5306 baht 

Thai Airways International 
stated that it planned to list 
part of its snares on the 
exchange next year in spite of 
world market conditions. 

HONG KONG gained ground 
in quiet trading, the Hang 
Seng index adding 16.79 at 
3383.44, led higher by the prop- 
erty sector. But turnover Ml to 
HK$488m from HE$681m. 

BOMBAY dropped for the 
third day in a row in spite of a 
ban on short sales. The BSE 
index lost 5332 to 1358.41. 


THE DISCOUNT rate cut 
overnight in the US gave an 
early fillip to bourses, but 
enthusiasm soon faded. Frank- 
furt was the day’s worst per- 
former, amid worries about 
domestic interest rates and 
prospects for industry, writes 
Our Markets Stuff. 

FRANKFURT tried to 
respond to Wall Street’s over- 
night rally and Tokyo yester- 
day but, said Mr Jens Wrecking 
of Merck Finck in DQaseldorf. a 
rise of l V* per cent in the pre- 
bourse found no support when 
dealings began. 

Speculation about the US 
discount rate was replaced by 
trepidation about German 
interest rates, as the Bundes- 
bank gave markets a strong 
warning that it might have to 
increase the domestic discount 
rate, given price instability and 
excessive borrowing. 

Added to that, said Mr 
Wrecking, the US discount rate 
drop also meant a lower dollar , 
and further problems for Ger- 
man industrial companies; 
Merck Finck saw some good 
selling orders from abroad. 

Volume rose from DM33bn 
to DM4.lbn. After a fell of 834 
to 62839 in the FAZ index at 
midsession. the DAX dosed the 
day 20.17, or 1.4 per cent, lower 
at 1,45734. 

Among individual stocks, 
Schneider RundfUnkwerke, the 
audio, video and personal com- 
puter group, dropped another 
DM75 to DM600. down DM130 
over three days after reporting 
slightly lower earnings. 

Continuing growth stocks 
did not do much better. Hoch- 
tief dropped DM50 to DM1,168 
although Germany’s construc- 
tion industry association said 
that the country's construction 
boom would continue in 1991. 
and, in retailing, Kaufhof shed 
DM630 to DM498. 

Mr Wleckmg observed that 
high p/e stocks have shown rel- 
ative weakness over the past 
six weeks; high p/e’s are seen 
as dangerous in the present 

SOUTH AFRICA 

GOLD SHARES dosed slightly 
higher in thin trading as the 
bullion price rose. The JSE all- 

K td index added X to 1,112, 
t the overall index eased 2 
to 2,667. Vaal Reefs rose R5 to 
S186, while De Beers closed 
steady at R67.6S. 


state of the market, and some 
investors need to take the prof- 
its that stni exist in the retail 
and construction sectors. 

STOCKHOLM recovered 
from early lows. The Affers- 
varlden General index rose 63 
to 8753 in SKr245m turnover. 

The forestry BectoT index 
rose 23 per cent on the back off 
sharp gulps in SCA, MoDo and 
Store. After the market dosed, 
however, SCA said that it 
expected profits after financial 
items to fell 20 per cent in 1990 
from SKr2.711m in 1989. ■ 

Ericsson, which has been 
appointed the official provider 
of telephone systems and digi- 
tal phones for the 1992 Olympic 
Games, saw its free B shares 
rise SKx2 to SKrlBL 

PARIS was wary as the new 
monthly trading . account 
began, with investors con- 
scious off the feet that January 
15, the United Nations' dead- 
line for an Iraqi withdrawal 


from Kuwait, -falls wi thin the 
account 

The CAC 40 index ffafahed 
233 lower at 1389-32^after fluc- 
tuating between 131932 and 
137839. Turnover was modest 
at FFr2. lbn at the official 
bourse dose, compared with 
FFz23bn at the dose on Tues- 
day, although this was 
amended , to EFT33bn once the 
late trades were added inl Vol- 
ume has been, boosted in recent 
sessions by the movement of 
blocks , of shares' for tax pur- 
poses at the year-end.'. 

Navigation Mixte was' the 
most active stock for this rear 
son, rising FFrll to FFr1300, 
after swinging ..between 
FFT1379 and FFr1340- It saw 
350,700 shares traded, worth 
about FFr455m. 

Peddney International con- 
tinued to fell after .a broker’s 
downgrading,, losing FFr630 or 
43 per cent to FFr12230. 

MILAN was flat in low vol- 


ume estimated to be less than 
Tuesday’s L90bn as trading 
slowed down before Christmas. 
Worries about the Gulf also 
held back activity. The Comit 
index eased 032 to 53439. 

Pirelli held up well,' gaining 
LTD to LL800. Although there 
was no specific story circulat- 
ing in the market, dealers said 
the buying interest led them to 
believe that Pirelli had a 
: strong c hanc e nf success in its 
takeover attempt of Continen- 
tal of Germany. 

. • s Acqua. Marcia remained 
suspended in spite bf the news 
that it had sold Teal estate 
properties for about LSOObn. 
Trading in the stock is expec- 
ted to resume next week after 
the company has provided the 
stock exchange, authorities 
with the necessary information 
regarding the sale. 

‘ - Sip was L7 better at L1317 
after winning tariff increases 
for telephone rentals and calls. 


Sane dealers said concern that 
Sip could lose its mobile phone 

monopoly held the stock -back. 
Setesner, the telecoms supplier 
which is majority-owned by 
Ericsson off Sweden, rose L200 
to L46.150. 

• AMSTERDAM rolled over 
and went bock to sleep. The 
CBS Tendency index dosed at 
95.7, down 0.L ■ 

NatNed fell in relatively 
active trading as investors 
took the view that the insur- 
ance company would proceed 
with its merger with NMB 
.'Postbank, the terms of which 
favour NMB shareholders. The 
s tock lo st 20 cents to FI 48.60. 

. BRUSSELS rose but finished 
off ftp high in thin trading. 
Petrofina gained BFrlOG to 
BFrfl.940 in active tra ding ' of 
16340 shares; today, iiftfee last 
day- for Investors to convert 
warrants into shares and still 
■ be eligible for a dividend pay- 
ment an 1990 wamingH. 


“1 always thought I knew 
the heights of comfort'' 

Until KLM raised them atiain” 
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At KLM, improving is a continuous 
process. Aimed at keeping pace with 
your highest Level of expectations. 

New: a w ider choice of meals in inter- 
continental Business Class, inspired by the 
improvements to Royal Class meals earlier this 
year. Plus individual course service and finer 
wines- And a newly equipped comfort pack to 
welcome you aboard. 

News an ultra-modem, ultra-comfortable 
lounge at Schiphol for the use of KLM’s 



Business Class travellers, opening early in 199L 
More news: your favourite wider 
seat in KLM’s European Business Class can 
now be booked in advance . 

In fact, you can expea a lot of good news 
from KLM as we continue to meet your 
expectations. 

Test us, try us, fly us. 

The Reliable Airline ICILflU 

Royal Dutch Akfines 










